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SOL ZEMANSKY 
Drrecr EXAMINATION 

MR. CHOTINER: Aly. Zemansky, directing your 
attention to 7933,” did Zemansky Brothers borrow any 
money from Sam Kleinman ? 

A. I believe in that period of time we had bovr- 
rowed some money from him. J am not certain as to 
the date. 

Q. BY MR. CHOTINER: Do you know what 
rate of interest was paid to M1. Kleinman on the money 
that he loaned to Zemansky Brothers? 

A. I believe it was 12 per cent. (‘T'r. 99.) 


SOL ZEMANSKY 
Cross-HXAMINATION 


@. Would it be faix to say, Mr. Zemansky, that 
between 1927 and 1929 you had considerable monetary 
transactions with Mr. Kleinman, all of which were 
repaid to hin prior to 1929? 

A. Yes. 

QM. Then in 1933 vou had another monetary trans- 
action with Mr. Kleimman ? 

A. Yes. 

Q. And you had several monetary transactions 
until 1935, is that correct ? 

A. “Uiiveisacommect. CV. 2045) 


*Ttalics used herein are ours. 
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SAM KLEINMAN 


DirEcT EXAMINATION 


@. Mr. Kleinman, approximately when did you 
first meet the Zemansky Brothers? (Tr. 440.) 

A. JI met the Zemansky Brothers around in 1912 
orf 1913. 

Q. When did you, first of all, ever loan them any 
money ? 

A. 1 loaned them money, the exact time I can’t 
tell. Itis a long time back. It must have been around 
1925. 

Q@. Do you remember how many years after 1925 
you loaned them money ? 

A. Oh, I believe I was doing business with them, 
loaning them monev up until around 1928. 

@. Do you know approximately, Mr. Kleinman, 
how much money you would loan them from time to 
time during that period ? 

A. I used to give them at a time $10,000, $15,000 
and $20,000. (Tr. 441.) 

Q. Were all of these sums repaid to you? 

A. Yes, everything was paid up. 

@. After 1928 they owed you no money, during 
the year 1929 or 1930? 

A. After 1928, I believe, yes. 

Q. Did vou again loan them any money after 1928 ? 

Be 192891 did, ¥es six. 

Q. When did vou first loan them money after 
1928 ? 
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In, I believe, 1933. 
Did you loau tie: money after 1933? 
Yes. 
When did you start to work for them, Mr. 
Is leimman ? 

A. Istarted to work for them around the last part 
of 1935. (Tr. 441.) 

@. During that time, did you loan them money 
from time to tine ? 


OPopr 


A. Wonsitean avers 9537 
@. Yes. 
A. Yessir. 


@. Excuse me; I meant after 1935, Mr. Kleinman? 
A. Qh, yes, yes, yes sir. (Tr. 442.) 


SOL ZEMANSEY 
Direct EXAMINATION 
@. When was it that he first became employed by 
the Provident Loan Association, approximately ? 
A. JI think it was around 1925. 
@. What were his duties when he first became an 
employee @ 
A. He was to dispose of the merchandise. 
@. You say he was to dispose of the merchandise. 
Will vou tell the Court just what that entailed? 
A. That entailed the disposition of the expired 
pledges, which were turned over to him, and he was 
emploved to sell them. 


Q. What was done with the proceeds, that money? 


D 


A. It was turned over to the Provident. 

Q. ‘To the Provident. What salary did you pay 
Mv. Kleinman when he was employed by you? 

A. $75 a week, and then he received one per cent 
on each sale. (Tr. 100.) 

Q. During the time that he was employed, did he 
have any other duties besides selling jewelry that was 
received as the result of any unredeemed purchase ? 

A. Originally he did not, but later on he used to 
assist in the loan department. 

Q. When was tt that he started to assist i the loan 
department ? 

A. Well, I should judge sometime around about 
ae 7, 1936 OF 37. (Tr. 100.) 

Q. BY THE REFEREE: Mr. Zemansky, did Mr. 
Kleinman ever actually leave your employ, in other 
words, was he ever off the pay roll? 

A. I don’t think he was. 

Q. You don’t think he was? 

A. No. 

@. Was he away fiom the place of business for 
any extended period of time? 

A. Yes, he used to go up to San Franciseo quite 
often, staying two or three days, sometimes a week. 
Was he away more than a week at a time? 
tates. (ire 274,) 


That was always with your permission ? 


ence” ee 


Yes sir. 
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Q. So far as you know, he remaimed on the pay roll 
at that time ? 

A. Yes. My brother Dave wrote the checks, so 
he would know definitely. 

Q@. You really don’t know whether he was on the 
pay roll? 

A. J am inclined to think he was always on the 
pag roll. (lr. 292.) 


SAM KLEINMAN 
Direct EXAMINATION 


Q. Did you ever go back to work for the Zeman- 
skys after you left their employ ? 

A. After I left their employ, yes, sure. 

@. When did vou go back to work there? 

A. I went back to work for them—it would be 
awfully hard for me to tell if it was two months or 
maybe a few days later, but I promised Sol I will go 
back and help him out but not to ask me any more to 
come back when I got through again. He said ‘‘No 
more than a few months.’’ (Tr. 420.) 

Q. What did you do after you quit their employ 
the last week in December of 19387 

A. In 1938, I went up—I was taking a rest and 
went up to San Francisco. 

@. For what purpose did you go to San Francisco? 


A. J went up to San Franeisco to see my daughter 
and grandchild. (Tr. 442.) 


( 


STIPULATION RE EMPLOYMENT 


MR. WOLVER: Mr. Laugharn, I understand the 
books of Zemansky Brothers indicate, and I ask for a 
stipulation, that Mr. Kleinman received no salary 
between the last week in December and the first week 
in March, 1939. I believe Mr. Young and Mr. Yates 
can verify that for you gentlemen. (Tr. 461.) 

MR. LAUGHARN: Here is the effect of what 
they are stipulating. They have inspected the books 
and the last check in 1938 was December 24, 1938, 
$74.25, and the first check in 1939 was March 11, 1939, 
$49. ‘That’s what the record shows. 

MR. WOLVER: May we have that so stipulated ? 

MR. LAUGHARN: So stipulated on our part. 
(Tr. 462.) 


SOL ZEMANSKY 
Direct EXaMINATION 


Q. BY MR. CHOTINER: Directing your atten- 
tion to the latter part of 1938 or the 1st of January, 
1939, was there any discussion between you and Mr. 
Kleimman regarding Mr. Kleinman terminating his 
association with the Provident Loan Association ? 

A. I believe at one time during that period that 
he said he wanted to leave. I asked him why and he 
said— 

Q. Was there a conversation in regard to that 
subject ? 
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A. Hesaid he wanted to go away and rest up, take 
sort of a vacation for « while. | 

(. Did he ask for his money at that time? 

A. I believe he said he wanted, if I remember the 
conversation, he wanted to leave and he desired to have 
his money secured while he was away. (Tr. 102.) 

Q. ‘This is at the time when you said, around the 
first of 1939, or the end of 1938, that there was a dis- 
cussion regarding Mr. Kleinman leaving the Provident 
Loan Association. 

A. If believe at that time is when he asked if I 
would secure him for the loan. 

@. When was it that he asked vou, if he ever did, 
for payment of any part of the money that was owing 
to him? 

A. About that same period. 

Q. That was the time that this conversation took 
place which you just related here, is that correct? 
(Tr, 103) 

A. Yes. 

@. What did Aly. Kleinman say to you, if any- 
thing, after vou told him vou could not pay him any 
money ? 

A. I believe that was the time he mentioned giving 
him the loans. (T'r. 104.) 

Q. BY MR. CHOTINER: Mr. Zemansky, did 
vou (Ty. 105) ever have any conversation with Mr. 
Kleiman relative to this borrowing of money else- 
where to be used in the business ? 

A. Yes. 


. 


Q. Was that before or after the security was 
given ? 

A. Before and after, both. 

@. Directing your attention to the time before the 
security was given, what conversation did you have 
with Mr. Kleinman regarding that subject? 

A. Mr. Kleinman told me he thought he would be 
able to procure some money for us at the Union Bank, 
IT believe. (Tr. 106.) 

Q. Then Mr. Kleinman volunteered the statement 
or first saying to you ‘‘I believe I can get some money 
at the Union Bank’’? 

A. That is right. 

Q. What did you say? 

A. Itold him I thought we would be able to use it. 
(Tr. 106.) | 

A. He said if his loan was secured, he thought it 
would enable him to procure more credit at the Union 
Bank. (Tr. 106.) 

Q. Was that conversation held before the security 
was given? 

A. I believe it was before. (Tr. 107.) 

Q. When was the first time that the subject of 
giving security to Mr. Kleimman was discussed ? 

A. I believe it was the latter part of 1938 or the 
early part of 1939. 

Q. Did My. Kleinman tell vou why he wanted se- 
moity? (Tr. 195.) 

A. He said he was obliged to go away on a vaca- 
tion, if I recall, and would like to be secured. ‘That is 

the substance of the conversation. 
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@. Did he give any other reason as to why he 
wanted security ? 

A. Yes, I believe there was another reason. 

Q. What reason did he give? 

A. I think he said at that time he thought he would 
be in a position to secure some more money at the 
Union Bank at that time. 

Q. Did Mr. Kleinman say anything about the fact 
that he would feel better about it if he had security ? 

A. Yes, he said he would feel better while he was 
away on his trip. 

Q. What did he say in regard to that subject mat- 
ter, if there was anything else said? 

A. ‘That was just about all that was said. 

Q. Did Mir. Klemiman say anything as to why he 
would feel better about it if he bad security ? 

A. He didn’t say. 

Q. Did you say anything to him about whether it 
was necessary for him to have security? 

A. No, I don’t believe I did. (Tr. 196.) 

Q. Now, was there anything said by any of the 
parties to the conversation at which Mr. Dienstag was 
present, as to what Mr. KJemman’s course of conduct 
would be if you did not give the security ? 

A. There was never anything mentioned. 

Q. Was that subject ever discussed at any time? 

A. No. (Tr. 214.) 

Q. Did you ever tell Mr Diehsias prior to the 
signing of the February 24th contract, that you would 
be unable to give Mr. Kleinman any security ? 


ak 


& Idon’t recgll that. (Tr. 216.) 

Q. I know that, but i mean your first conversa- 
tion with Mr. Dienstag, did you consent during that 
conversation to give security to Mr. Kleinman? 

A. I had already told Mr. Kleinman it would be 
all right. (Tr. 216.) 


SOL ZEMANSKY 
Re-Drrect EXAMINATION 


BY MR. CHOTINER: 


Q. I believe you testified on cross-examination 
that you noticed a difference in Mr. Kleinman’s health 
during the time that he was associated at the Provident 
Loan Association. Now, Mr. Gemansky, did you 
notice what his condition was beginning with the Ist 
of January, 1939, up to February 24, 1939, as to his 
state of nervousness ? 

A. Well, I wouldn’t be qualified to answer that. 

Q. Well, can you tell us what Mr. Kleinman’s 
demeanor was as to the manner in which he walked at 
the Provident Loan Association during that period of 
time? (Tr. 261.) 

A. I never noticed any difference. (Tr. 261.) 


SOL ZEMANSK Y 
Re-Cross EXAMINATION 


Q. BY THE REFEREE: Mr. Zemansky, this 
instrument bears date February 24, 1939. You pre- 
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viously testified you signed it im the City of San 
Francisco ? 

ie Ves. (lr: Zia) 

Q. How long after you returned to Los Angeles 
did the Sheriff walk in? 

A. A few days after. (Tr. 274.) 


LEO KRAVITZ 
Direcr EXAMINATION 

Q. Did Mr. Kleinman ever say anything to you 
about his difficulty in having his account taken care 
of im any way? (Tr. 281.) 

THE WITNESS: What account? (Tr. 281.) 

Q. BY MR. CHOTINER: The money that was 
owing to him by the Zemanskys. 

A. J never knew he had any difficulty. He had 


never spoken to me anything about his account. (Tr. 
282.) 


SAM KLEINMAN 
Direct EXAMINATION 


Cir, 3a.) 

Q. When was the first time that you really dis- 
cussed the question of getting security; was that im 
January ? 

A. In January. (Tr. 394.) 

Q. With whom did you have the conversation? 

A. Sol Gemansky. (Tr. 394.) 
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Q. What did you tell Mr. Zemansky about your 
getting security ? 

A. Well, I came in there and I had my personal 
papers in the office in my desk. I was around there. 
Sol came in. He said ‘‘Sam, how are you feeling, how 
are you feeling?’’ I said ‘‘I am feeling a little better 
and I am getting rested up.’’ He said ‘‘ Well, every- 
thing is O.K. You are feeling better.’’ I said ‘‘Yes.”’ 
A couple of days later, or maybe it was, I don’t re- 
member whether it was two days or three days later 
he came in my office and talked about different things, 
and I said to him ‘‘Sol, I am no more employed by you 
and how would you like to give me—you know, I left 
you; how would you like to give me security for my 
money ?’’ Sol says, ‘‘Why, Sam, anything I can do 
for you, I will be glad to do it for you, give you secur- 
ity if you want it; of course, I don’t like to have you 
leave me, but if you want security I will be glad to 
give it to you.”’ 

@. Now, when you had that conversation with 
Mr. Zemansky, had you already left the employ of the 
Provident Loan Association ? 

A. Yessir. (Tr. 395.) 


Q. What was said about security ? 


A. Mr. Dienstag when he came down, he said ‘‘Sol, 
I suppose you understand that I understand Sam 
talked to vou that he wanted—he is no more employed 
by you, and he wants his money secured and what kind 
of security have you to give him.’’ (Tr. 400.) 
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LHO KRAVITZ 
Drrecr EXAMINATION 


Q. At the time that the pledges were being run off 
on the adding machine, what was Mr. Kleinman doing, 
if anything? (Tr. 287.) 

A. He was outside reading a paper, or sitting at 
a desk there at the door. | 

Q. When you say outside, you mean outside the 
office? 

A. Outside the office. 

Q. Was he walking around at that time? 

A. Just as usual, he always walks around, walks 
up and down always. 

Q. When you say ‘‘just as usual, walks up and 
down all the time,’’ would you describe that to the 
Court. 

A. I have known lim, have been very close to him 
for about five or six years, and he always walks and 
holds his hand on his head and just walks all the tume. 
TI was at his home, was at San Francisco, and he does 
the same thing. 

Q. Did you notice whether or not Mr. Kleinman 
appeared to be nervous on that occasion when the 
pledges were being set aside for him? (Tr. 288.) 

A. Not more than any other time. 

Q. BY MR. CHOTINER: Did you notice 
whether or not Mr. Kleinman was excited on that oc- 
casion ? 

A. No sar, C@R 289.) 


1d 
ROBERT SEGO 


Drrect EXAMINATION 


@. Did you ever have any conversation with Mr. 
Klemman or talk with him about there not being 
money in the cash drawer? 

A. There were occasions, a few occasions. 

Q. What did he say, if anything, after that? 

A. He didn’t say very much. He would walk 
away, put his hand behind his back, or behind his ear, 
and scratch the back of his head. (T'r. 342.) 


Cross-EXAMINATION 


BY MR. DIENSTAG: 

Q. Jam quite interested in this habit of Mr. Klein- 
man’s of putting his hand on the back of his head. 
Did you say he rubbed or scratched? (Tr. 343.) 


Where was it you first noticed this habit? 
I noticed it at the Provident. 

When you first went there? 

Yes. 


In any event, a year and a half before the time 
the Provident closed up, there was Mr. Kleinman 
rubbing the back of his head and walking up and down? 


OPore 


A. Walking up and down, or walking in a circle. 

Q. Oh, he was walking in a circle, too? 

A. Yes. 

Q. At that time, when you first went there, Mr. 
Sego, and he was walking wp and down or in a circle, 
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and rubbing the back of 1's head, there was plenty of 
money in the cash drawer? 

A. When TI first came wp there? 

OO. Wides: 

A. Yes. (Tr. 344.) 


SOL ZEMANSKY 
Direct EXAMINATION 


Q. BY MR. CHOTINER: Did you have a con- 
versation with Mr. Kleinman regarding a reduction 
of his salary ? 

A. If i recall it, I think he volunteered to cut his 
salary. 

@. What was he receiving at the time? 

A. $75 a week. 

Q. To what was it cut? 

A. ‘To $50, I believe. 

Q. What did Mr. Kleinman tell vou when he vol- 
unteered to take a cut in salary, if anything? 

A. Well, he said that business was quiet and he 
figured everybody should work to reduce the expense. 

Q. Did he say anything else regarding that subject 
matter ? 

A. I don’t recall anything else. 

Q. For the purpose of refreshing vour memory, 
did he tell you that he was of the opinion that condi- 
tions, as they then existed in the business, could not 
last, in substance or effect? (Tr. 208.) 

A. I don’t recall that. 
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Q. BY MR. CHOTINER: Did Mr. Kleinman 
say anything to you at that time regarding the subject 
(Tr. 208) of whether or not the business could pay him 
$75 per week? 

A. Idon’t recall that. 

@. For the purpose of refreshing your memory, 
isn’t it true that Mr. Kleinman told you that the busi- 
ness did not justify paying him $75 per week ? 

A. I don’t recall that. (Tr. 209.) 


SOL ZEMANSKY 
Cross-Hx AMINATION 


Q. Now, Mr. Zemansky, after Mr. Kleinman had 
been working for some little time, do you recall whether 
there was any change in the condition of his health? 

A. Yes, he was having some trouble with his leg 
and I think with his breathing, his lungs. (Tr. 239.) 

Q. And do you recall that sometime in May, 1938, 
he told you that he desired a vacation or he wanted to 
be relieved of part of his duties? 

A. Yes. 

Q. He told you he didn’t desire to come into the 
place of business quite as early as he formerly had ? 

A. Thatisright. (Tr. 239.) 

Q. At that time didn’t he state that the amount of 
sales or the amount of merchandise that had been given 
him to sell had so diminished it didn’t require quite as 
much of his time? 

A. That is right. (Tr. 240.) 
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Q. BY MR. WOLVER: He said that at that 
time he desired his salury to be reduced from $75 to 
$50? 

A. Yes. 

@. He did leave vour employ at the end of 1938? 

A. No, I don’t think so. I think he was there 
in 1939. 

Q. BY MR. WOLVER: Do you recall that Mr. 
Kleinman did leave at any time? 

A. No, unless he left town for a short period, but 
I believe he was still in our employ up to the July 
situation. (Tr. 240.) 


DAVE ZEMANSKY 
Direct EXAMINATION 


MR. CHOTINER: Q. Did Mr. Kleinman give 
any reason why he would not take the $75? 

A. He told me there wasn’t enough business up 
there. Cime35T) 


SAM KLEINMAN 
Direct EXAMINATION 


Q. When you first started to work at the Provi- 
dent Loan, did vou get $75 a week salary? 

A. Yes sir. 

Q. And was that later reduced to $50 a week? 

A. Ivredueed that salary myself. 

Q. When was it that you reduced the salary to $50 
a week ? 


Tig, 


A. I reduced that salary to $50 a week when Mv. 
Sol Zemansky asked me to do him a favor and to stay 
with him because he would be busy going up the coast, 
and he didn’t like to see me leave him, if I only can 
give him a little time and be around there he will ap- 
preciate it if I stayed there. 

@. When was that; was that in 1938? 

A. No, that was when I left him in 1939. 

Q. Then you came back to work for him in 1939, 
is that right? 

A. Yes sir. 

Q. That was when you volunteered to take a re- 
duction of salary to $50 a week ? 

A. I volunteered, I told him, I said, ‘‘Mr. Zeman- 
sky, I can’t stay around here; I got to be away; my 
health is not in good shape, and I want to take my 
time, I want to come in as often as I want and any 
time that I want to, but it would not be fair to draw 
the same salary.”’ 

Q. Did you tell Mr. Zemansky that the business 
coud not afford to pay you $75 a week? 

A. No sir, Mr. Zemansky told me, ‘‘Sam, let’s not 
talk about salary; you can come in and draw (Tr. 396) 
the same salary if you want to’’; but I said that wasn’t 
fair. (Tr. 397.) 


SOL ZEMANSKY 
Direcr ExaMINATION 


Q. When was it that he started to assist in the 
loan department ? 
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A. Well, I should jelge sometime around about 
1937, L836 OF < 37. CUPRVOG. } 

Q. Was there anv reason as to why he started to 
assist in the loan department at that time? 

A. No particular reason. 

Q. Well, was he busily engaged full time in dis- 
posing of merchandise? 

A. No, he was not fully engaged. 

Q. Then, as a matter of fact, Mr. Zemansky, is 
this true, that he started to assist in the loan depart- 
ment when the disposition of jewelry as a result of 
unredeemed purchases became rather slack so that was 
not taking up enough of his time; is that correct? (Tr. 
101.) 

Q. BY MR. CHOTINER: Is that true? 

A. Yes. 

Q. Now, during 1938 and 1939, was Mr. Klein- 
man’s time devoted mostly to the disposition of jewelry 
or acting asa loan clerk? (Tr. 101.) 

A. It was equally divided. 

Q. BY MR CHOTINER: In 1938 and 1939? 

A. Yes. (Tr. 101.) 


SAM KLEINMAN 
Direct EXAMINATION 


@. Then in 1938, the amount of merchandise that 
they were giving you to sell was beginning to fall off, 
was it? 

A. No, I don’t believe so. 


21 


Q. Were they giviny you as much merchandise to 
sell in 1938 as they had given you when you first 
started to work up there? 

A. They just simply didn’t want to give it to me. 
(Tr. 415.) 


SOL ZEMANSKY 
Direct EXAMINATION 


@. And Mr. Kieinman, when he would be busy in 
making loans there, and acting as a loan clerk, would 
appraise the jewelry and then go to the cash drawer 
for the purpose of withdrawing sufficient money in 
order to make the loan, is that correct ? 

A. Yessir. 

Q. And were there occasions when there was not 
sufficient money in the cash drawer to make the loan? 

A. Yes. (Tr. 102.) 

Q. Mr. Zemansky, did you ever talk over your 
financial condition with Mr. Kleinman, regarding the 
money that was owing to various creditors? 

A. No,TI don’t believe I did. 

Q. Was the subject of the Simons’ Lunch Room 
aud the Robert J. Gans matter ever discussed with 
Mr. Kleinman prior to your giving him the security ? 

A, I can’t recall. (Tr. 104.) 

Q. Asa matter of fact, didn’t you send Mr. Klein- 
man over to talk with the Simons people or Robert 
Gans regarding their accounts? 

A. That was after our transaction with Mr. 
Kleinman. 
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Q. That was after the security transaction, is that 
correct ? 

A. That is right. 

Q. Was there ever any discussion with Mi. 
Kleinman prior to the security transaction as to the 
amount of money that was owing by you? 

A. I don’t reeall. (Tr. 105.) 

Q. Well, Mr. Kleinman knew that the Provident 
Loan Association was short of money insofar as mak- 
ing loans was concerned, didn’t he? (Tr. 105.) 

A. Being in the loan department, he had access 
to the cash drawer and he would know whether we 
were short of money or not. (Tr. 105.) 


SOL ZEMANSKY 
Cross- Ex AMINATION 

Q. You were only dealing in money to loan to 
others, isn’t that so? 

A. Yes. (Tr. 247.) 

Q. When your business was good and you had a 
great number of loans, that is the time that you were 
short on cash? 

A. ‘That is correct. 

Q. If business was bad, you would have a lot of 
eash on hand? 

A. Well, that would be the way it would operate. 

Q. So at the various times that vou told Mr. 
Chotiner that you were short on cash was when your 
business was good? (Tr. 248.) 
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A. Well, I could not answer that question in view 
of the present circumstances. 

MR. WOLVER: I will withdraw the question. 

Q. In the light of what you knew at that tune, at 
the tume you asked for the loans from Mr. Kleinman, 
did the lack of money, the available cash in the cash 
drawer, vindicate that the loan business was good? 

A. Yes. (Tr. 248.) 


SOL ZEMANSKY 
Re-Direct EXAMINATION 


Q. Directing your attention to your examination 
and testimony on cross-examination that when business 
was good, you were short of cash. Now, every time 
that you were short of cash within six months prior to 
February 24, 1939, was that a result of business being 
good? (Tr. 267.) 

THE WITNESS: I imagine the rule would be, 
business would be good. In this case it wasn’t. (Tr. 
267.) 


SOL ZEMANSKY 
Re-Cross EXAMINATION 


Q. Mr. Zemansky, in answer to Mr. Chotiner’s 
question you stated that the lack of money during: the 
last six months was not by reason of good (Tr. 268) 
business. Did you know it at that time, during this 
six months period? Or during that period prior to 
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February 24th, did you know at that time that the lack 
of money was due to iio reason other than good busi- 
ness? 

A. I knew we were refusing business. Loans were 
being offered, but we were unable to make them. 

Q. Was that because a great number of loans were 
being presented to you? 

A. No more than the regular average. (Tr. 269.) 

Q. Now, do you recall when it was that an attach- 
ment was levied on the business by Simons’ Lunch 
Room people? 

A. Sometime the early part of March. 

Q. That was after the first security had been 
given to Mr. Kleinman, is that correct? 

A. Yes, 

Q. BY MR. CHOTINER: Mr. Zemansky, did 
you ever tell Mr. Kleimman that the Simons’ Lunch 
Room people were going to sue and attach? 

A. No, 

Q. Was that subject ever discussed with Mr. 
Kleinman at any time prior to the attachment? 

A. No. 

Q. At any rate, did you discuss with Mr. Kleinman 
the fact that you owed the Simons’ Lunch Room people 
some money ? 

A. I don’t recall it. 

Q. Did vou tell Mv. Kleinman that Judge Pacht 
was keeping after you, in substance and effect, to make 
payments to the Simons’ Lunch Room people? 
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A. That was after Mir. Kleinman had secured the 
collateral. 

Q. How soon after was it as you can best recall it 
now ? 

A. Well, it would be immediately after the attach- 
ment. (Tr. 164.) 

Q. And when was the attachment made? 

A. Sometime the early part of March. (Tr. 165.) 

Q. BY MR. CHOTINER: Was Mr. Kleinman 
present at the tume the representative of the Sheriff’s 
office was there? 

A. Ibeheve he was in San Francisco at the time of 
the attachment. He came down afterwards. 

@. Did you have a conversation with Mr. Klein- 
man regarding the matter of an attachment levied by 
the Simons Lunch Room? 

A. Yes, I talked to him long distance and he came 
back from San Francisco. 

@. After he came back from San Francisco, (Tr. 
165) after your long distance call, did you have another 
conversation with him regarding it? 

A. Several of them. (Tr. 166.) 

Q. How soon after the attachment was levied 
was it? 

A. I believe it was within a day or two. (Tr. 166.) 

Q. Was there a conversation held with Judge 
Pacht in the presence of Mr. Kleinman? (Tr. 166.) 

A. I believe there was. 

Q. What was that conversation ? 
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A. ‘That was in reference to getting the attach- 
ment removed. 

Q. What was said by the various parties? 

A. I can’t recall what was said. We went there 
for one purpose, to get the attachment removed. 

@. Can you tell us in substance and effect what 
each of the parties stated ? 

A. Naturally they said they were not going to take 
it OFT. 

Q. What did you or Mr. Kleinman say, if any- 
thing ? 

A. We tried to work out a deal to get them to 
remove the attachment. 

Q. Did Judge Pacht ask you in the presence of 
Mr. Kleinman for the payment of the money that was 
owed to Simons Lunch Room? 

A. J don’t recall whether he did. (Tr. 167.) 

Q. BY MR. CHOTINER: Did you say any- 
thing to Judge Pacht in the presence of Mr. Kleinman 
as to your ability to pay the money at that time? 

A. He asked for it and I wasn’t able to give it to 
him, so there wasn’t much more to be said. (Tr. 167.) 

Q. BY MR. CHOTINER: Mr. Zemansky, can 
you tell us now in substance or effect what vou said 
and what Mr. Kleinman said ? 

A. We decided that the only way we were going 
to get anywhere was to try and secure them. 

Q. What did Mr. Kleinman say about that subject, 
if anything ? 
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A. He thought that was probably the best thing 
to do. 

Q. Did you discuss with Mr. Kleinman where you 
were going to get the security to give the Simons Lunch 
Room people? 

mr ives, (Tr. 170.) 

A. Mr. Kleinman said we could use some of his 
loans in order to expedite the matter and get the 
Sheriff out of the place. 

Q. Did you do that? 

A. I believe that was done. 

Q. BY MR. CHOTINER: Had you ever asked 
Mr. Kleinman’s advice regarding financial matters 
concerning the company prior to the giving of the first 
security to him? (Tr. 171.) 

ma, wo. (‘Tre 171.) 

Q. At the time you went to Judge Pacht’s office, 
the first time there, when you say Mr. Kleinman ac- 
companied you, was the subject matter discussed in 
Mr. Pacht’s office regarding the Gans account? 

A. IJ am not certain as to that. 

Q. Did you ask Mr. Kleinman to accompany you 
to Judge Pacht’s office? 

A. Yes. 

Q. When you asked him that what did Mr. Klein- 
man say, if anything? 

A. He said he would be pleased to go with me. 

Q. Why did you ask Mr. Kleinman to accompany 
you? (Tr. 172.) 


28 


A. Well, he was associated with me in the business 
and I thought I could iciy on him for some suggestion 
he might have to offer. (Tr. 172.) 

@. When you had your telephone conversation 
with (Tr. 172) Mz. Kleinman, did you ask him to 
come back to Los Angeles? 

A. Yes. 

Q. What did Mr. Kleinman say to that, if any- 
thine % CTT 73.) 

A. I thought he said, “‘“Why don’t you do the same 
with Simon as you have done for me?” but I am not 
certaan as to tnet. (Tr. 173.) 

Q. BY MR. CHOTINER: Mr. Zemanksy, did 
you ever ask Mr. Kleinman for any suggestions as to 
how you were going to work out your financial problem 
at the Provident Loan Association? (Tr. 174.) 

A. No. 

Q. BY MR. CHOTINER: Did you ever ask his 
advice regarding that subject matter? (Tr. 175.) 

A. WNo. 

Q. BY MR. CHOTINER: Mr. Zemansky, prior 
to (Tr. 179) the giving of the security to Mr. Kleinman, 
did you discuss vour business with him ? 

A, Yes. CEralsos 

Q. And extending what period of time? 

A. Oh, probably over a period of six or seven 
months. 

Q@. Prior to the time he obtained his security? 

A. Yes. Gla 180.) 


Q. What were the conversations ? 
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A. Just that we probably could do more business 
if we had more money. 

Q. What did Mr. Kleinman say regarding that? 

A. There wasn’t anything said. 

Q. Was that the extent of the conversation that 
you had with him on each one of those occasions ? 

A. Well, that is about the substance of it. (Tr. 
180.) 

Q. BY MR. CHOTINER: Why did you tell that 
to Mr. Kleinman? (Tr. 181.) 

A. Yes, I told him we were refusing loans. 

Q. BY MR. CHOTINER: What did you tell him 
when you said you were refusing loans? 

A. We could make more loans if we had more 
money. (Tr. 181.) 

@. Was anything said as to why you didn’t have 
sufficient money to make loans? 

A. No, there wasn’t anything said at the time, 
that I recall. 

Q. Did Mr. Kleinman ask you why you didn’t 
have sufficient money to make more loans? 

A. I don’t recall that he did. 

Q. Was that subject matter discussed in any fash- 
ion whatsoever with him? (Tr. 181.) 

A. No, nothing other than we were refusing busi- 
ness, it was really too bad we had to refuse business 
when we had such excellent opportunities to get the 
merchandise. (Tr. 182.) 

Q. BY MR. CHOTINER: For the purpose of 
refreshing your memory, isn’t it true that Mr. Klein- 
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man told you, ‘‘How do you expect us to make loans 
when there is no money in the cash drawer ?’’ 

A. There was a conversation in reference to that, 
but I don’t recall how it came about. 

Q. Did your conversation take place before or 
after the security was first given to Mr. Kleinman? 

A. I believe it was before and after, both. (Tr. 
209.) 

Q. Now, for the purpose of refreshing your mem- 
ory, isn’t it true, Mr. Zemansky, that for a period of 
two weeks you kept putting off Mr. Kleinman so far as 
giving him security was concerned? (Tr. 218.) 

A. It may have been that period. I talked to him, 
but I wouldn’t say I was putting him off. (Tr. 218.) 


DAVE ZEMANSKY 
Direct EXAMINATION 


Q. Mr. Zemansky, did you have any conversation 
with Mr. Kleiman after the security had been given to 
Mr. Simon regarding the condition of the Simon ae- 
cownt ? 

A. Yessir. 

Q. Where did this conversation take place ? 

A. Over at the Main Street store. 

Q. And when? 

A. Well, it was different times after we entered 
into the new contract with the Simons’ Dairy Lunch. 

Q. Did any of those conversations take place be- 
fore the Simons’ security was set aside for them? 

A. No, sir, I don’t think so. (Tr. 502.) 


BY THE REFEREE: 


Q. Calling your attention to the day when Simons 
actually attached, do you now recall that you had any 
conversation with Mr. Klemman before that date, in 
which you mentioned the Simon’s transaction ? 

A. No. 

Q. You don’t remember any such conversation? 

A. No. (Tr. 509.) 


DAVE ZEMANSKY 
Re-Direct EXAMINATION 


Q. During the last few months of 1938, had there 
been any checks issued on account of the obligations 
of Zemansky Brothers, which were returned by the 
bank because of insufficient funds? 

A. 1938? I don’t remember. 

@. Were there any in the first part of 1939? 

A. ‘There were some checks in 1939 I gave to 
people and told them to hold them for a day or two 
before putting them in. That might have been the 
latter part of 1938. (Tr. 360.) 


DAVE ZEMANSKY 
Re-Cross EXAMINATION 
BY MR. DIENSTAG: 
Q. During this period you did send Mr. Kleinman 
his checks ? 
im. Wes sir. 
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Q. You didn’t ask him to hold his checks? 

A. Yes, I asked hiin to hold the check a day or two. 

THE REFEREE: When was that? 

A. That was in 1939. 

Q. When in 1939? 

A. That would. be around I think in Murch. In 
fact, 7t was after the new contract. 

Q. (BY MR. DIENSTAG): Mr. Zemansky, di- 
recting your attention back to 1932 and 1933 and there- 
abouts, did you ever have checks come back that you 
sent out? 

A. No sir. 

@. Never any shortage of cash at any time? 

A. Nosir. 

@. Were you borrowing money from people at 
that time, new money ? 

A. Yes sir. 

@. You were always borrowing money in your 
business ? 

A. Always borrowing money. That’s why I guess 
we had no checks come back in this business because 
we were able to meet them all the time. 

@. In other words, at that time you were borrow- 
ing money from a good many people, and you could 
always get about as much money as you wanted and 
you were always paying interest ? 

A. MWestsir. 

MR. DIENSTAG: That is all. (Tr. 361.) 
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ABE ZEMANSKY 


Drrecrt EXAMINATION 


Q. Were there any times when you and Mr. Klein- 
man talked about not having sufficient money on hand 
to make loans? 

A. Not that I know of. 

Q. What was that? 

A. I don’t know anything about it. 

Q. Did Mr. Kleinman ever say anything to you 
about there not being enough money in the cash drawer 
to make loans? 

A. I don’t know about that, any time at all. (Tr. 
365.) 


LEO KRAVITZ 
DIRECT EXAMINATION 


©. Prior to the time that Mi. Kleinman first ob- 
tained the security, did you ever have any conversation 
with Mr. Kleinman regarding the subject of there not 
being’ sufficient money in the cash drawer ? 

A. Off and on, yes sir. 

Q. What was that conversation or conversations ? 

A. Well, Mr. Kleinman looked in the cash drawer 
and there was no money to make a loan. I said, ‘‘ Well, 
I will get in touch with Dave,’’ and Dave used to send 
him up some money. 

A. Then if a loan should happen to come in before 

(Tr. 279) Dave would send him up some money I used 
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to go to Mr. Kleinman and ask him for the money. 
(Tr..280.) 

Q. BY MR. CHOTINER: What did Mr. Kleimn- 
man say, if anything, on those occasions when you 
would ask him for money? 

A. Get it off of Dave. 

Q. Were there ever occasions when you would call 
up Dave for money and Dave did not send it up, and a 
customer would come in to make a loan? 

A. Yes, and then I would go over and ask Mr. 
Kleimman for the money. 

Q. Did those occasions ever happen? 

A. Very often. 

Q@. And did Mr. Kleinman always give you the 
money then ? 

A. Not all the time. 

Q. Did Mr. Kleinman ever refuse to give you any 
money with which to make loans when you asked him 
for it? 

A. Once in a while. 


Q. Was that prior to the time that the security 
was set aside for Mr. Kleinman ? 


A. Before and after. 


Q. Well, for the purpose of refreshing vour mem- 
ory, isn’t it true that Mr. Kleinman told vou on an 
occasion before the security was set aside for him, that 
he had a business proposition he (Tr. 280) would hke 
to submit to the Zemanskys, and you told him there 
was no sense in doing it, as they didn’t have any 
money ? 
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A. That the Zemanskys didn’t have any money? 

Q. Yes. Did you ever tell that to Mr. Kleinman? 

A. No sir. (Tr. 281.) 

Q. Well, did you ever turn down loans because 
there was not sufficient money in the cash drawer? 

A. Yes sir. 

Q. Was that before Mr. Kleinman got the se- 
curity ? 

A. Yes sir. 

@. And were there very many occasions like that? 

A. Off and on. 

@. And did those occasions arise after you had 
called Dave Zemansky for money ? 

A. Yes sir. 

@. And did those occasions arise after you asked 
Mr. Kleinman for money ? 

A. Yessir. (Tr. 281.) 

Q. BY MR. CHOTINER: Were there occasions 
when there wasn’t very much for the employees to do? 

A. Yes sir. 

@. And they would sit around and talk, is that 
correct ? 

A. Yes, we used to sit around and talk. 

Q. Did you and Mr. Kleinman ever sit around and 
talk on any of those occasions. 

A. Weused to talk about diamonds and the loans. 

Q. Did you ever talk about the condition of the 
business at the Provident? 

A. Yes, we talked about it. 


Q. What was your conversation ? 
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A. The condition of tne business and how you are 
going to make loans. 

Q. Who said that? (Tr 282.) 

A. There is no money in the till, Mr. Kleiman 
used to say that. 

A. Isaid, ‘‘ Well, Sam, if we can’t make any loans, 
I will get some money off of Dave or get a little money 
off of you if a loan comes in.’’ In the meantime, a 
redemption would come in and J would loan that 
money, and [ weuldn’t have to ask him. This is just 
casual talk we used to have all day long. 

Q. Did those conversations take place prior to the 
time that security was set aside for Mr. Kleinman? 

A. Before and after. 

Q. Now, did you ever have any conversation with 
Mr. Kleinman before the security was set aside for 
him, regarding the subject matter of the Zemanskys 
being able to operate the Tango games. 

A. Off and on. 

Q. What was that conversation ? 

A. He used to ask me once in a while if that was 
going to open up. 

Q. What did you say, if anything? 

A. I told him they would probably be opened up 
in about a week or so. 

Q. Give us the rest of the conversation. 

A. That is about all. 

Q. Did you ever talk with Mr. Kleinman about the 
subject of if the Tango games were operated, that the 
Zemanskys could work things out? (Tr. 283.) 
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A. I told him that if the Tango games would open, 
it would be a great help to the firm. 

Q. What did Mr. Kleinman say to that, if any- 
thing ? 

A. He said, ‘‘It will be all right.”’ 

Q. And did those conversations take place before 
the security was set aside for Mr. Kleinman ? 

A. Before and after. 

Q. Now, did Mr. Kleinman ever tell you that if the 
Zemanskys were able to operate the T'ango games they 
could work things out, otherwise they could not? (Tr. 
284. ) 

A. Idon’t think he told me that. (Tr. 284.) 


LEO KRAVITZ 
Cross- EXAMINATION 


Q. During all this period of time, from the end of 
1935 until the time that the petition in bankruptey was 
filed, there arose occasions, did there not, when there 
was insufficient money tr the cash drawer to make 
loans? 

AS Ves ae (Tr. 303.) 

Q. And that was all through that period ? 

A. Well, it wasn’t as bad. 

Q. Well, there was less money, let us sav, later on 
than there was in the beginning ? 

A. That is right. 

Q. But at all times there were occasions when 
there was insufficient money in the cash drawer to 
make loans? 
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A. Yes sir. 

Q. On those occasioviis, you would have to phone 
Mr. Dave Zemansky, would you not, at 558 South Main 
Street ? 


A. Yes sir. 
Q. And ask him to bring some cash? 
A. Yes sir. 


Q. If it was not there, vou would ask Myr. Klein- 
man for some cash? 

A. Yes sir. 

Q. On a great many occasions, he let vou have 
that, didn’t he? 

A. Yes sir. 

Q. When he let you have that cash, did you give 
him any receipt for it? 

A. I would give him an I. O. U. for it. (Tr. 304.) 

Q. And that happened from the end of 1935 until 
the time that the petition was filed, until the place 
was closed ? 

A. Yes sir. 

THE WITNESS: Mr. Kleinman first came there 
in 1935. I don’t think I asked him for any money from 
the start, maybe a year or so, or six months. 

THE REFEREE: After he started ? 

A. Yessir. 

Q. BY MR. DIENSTAG: Then I will correet 
that. From a period about six months after he started. 

A. About six months, or a little better. 

Q. That would be about the middle of 19362 


A. Thatisright. (Tr. 305.) 
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SAM KLEINMAN 


Direct EXAMINATION 


Q. Now, when you signed the contract, you al- 
ready knew that the Zemanskys were having trouble 
with the Simons people, didn’t you? 

AveeNOnsiT. 

Q. Had you ever heard of any difficulties of any 
kind with the Simons? 

A. Nosir. 

Q. Didn’t you know, Mr. Kleinman, that Judge 
Pacht had called in Mr. Sol Zemansky within a month’s 
time prior to signing your contract and worked out an 
arrangement with Mr. Zemansky whereby the rate of 
interest was going to be cut from twelve percent to six 
per cent ? 

A. No sir. 

Q. Did Sol Zemansky tell you that he had fixed 
everything up with the Simons people? 

A. No siv. 

Q. Didn’t he tell you that you had nothing to worry 
about or that he had nothing to worry about as far as 
{he Simons people were concerned ? 

Eee NO sir, tCLE, 410.) 

Q. Was that subject discussed so far as the Gans 
account was concerned ? 

A. Nosivr. 


Q. Now, directing vour attention to the time 
when the attachment was put on by the Simons people 
(iv. 411.) . . . as February 27, when the attach- 
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iment was run, you were in San Francisco at that time; 
is that right? (Tr Fal.) 

A. Yes, I was in San Francisco. 

Q. And you received a telephone call from Mr. 
Sol Zemansky, is that right? 

A. Wess 

Q. And he told you ‘‘Sam, the Sheriff has placed 
au attachment here on account of the Simons’ ac- 
count,’’ is that right? 

A. Nowsu. Gir. 41m.) 

Q. Now, Mr. Kleinman, was anything said at 
that time by Mr. Zemansky in that telephone conver- 
sation that there was an attachment? 

A. Notsit. (er al.) 

A. When I got up to the Provident in my office, 
My. Dienstag put his brief case away and Sol Ze- 
mansky started to tell us about owing a lot of money 
to Simons and they attached it, and we got to raise 
money quick to get the Sheriff out of here. 

Q@. That was when he told you the Sheriff was in 
there ? 

A. Yes. 

@. What did you or Mr. Dienstag say then? 

A. Well, Mr. Dienstag didn’t say very much, but 
IT did. I said ‘Sol, why don’t vou—you say you got a 
lot of goods on hand—why don’t you go to work and 
pick out some goods, give me a quarter million dollars 
worth of merchandise and I will eo out and sell it.” 

Q. At the time vou told that to Sol Zemansky, 
vou had been selling merchandise for ZGemansky 
Brothers for a period of years, isn’t that right? 
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A. Qh, ves. (Tr. 414.) 

Q. They gave you quiic a bit of merchandise to 
sell, isn’t that right, and you received a one per cent 
commission on your sales, isn’t that true? (‘Lr. 414.) 

muvemmes sir. (ir. 415. ) 

Q. After you got in Judge Pacht’s office, there 
was a conversation held about the Simons’ account, 
was there? 

A. Yes sir, they were talking. 

Q. What were they saying? 

A. Well, Sol Zemansky made some kind of a 
proposition to Judge Pacht about the money they owed 
them, and Mi. Dienstag was sitting there and Judge 
Pacht, Bill Sunon and Mr. Lyman, and they (Tr. 
417) were discussing the matter; they were discussing 
the matter, and Sol Zemansky says, made him some 
proposition to secure his loan. 

Q. Who first mentioned the subject about giving 
security for the Simons’ account ? 

mehit. Zemarsky. . . . (Tr 418.) 
the Judge said ‘‘ Well, it will be all right; I will be 
satisfied; but I want vou to tell me one thing and I 
want you to tell me right now, are you solvent before 
I go any further?’’ Mr. Sol Zemansky said ‘‘We are 
solvent one hundred per cent.’’ (Ty. 419.) 

Q. Now, Mr. Kleinman, did vou tell Mr. Zeman- 
sky that he could use some of the pledges that had 
been given to you for security in order to help make 
up the security for the Simons? 

A. When? 
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Q@. At any time? 

A. That came up alter, after they agreed. 

Q@. And did My. Zemansky ask you if he could 
use some of the pledges that had been given to you? 

A. ‘That came out ths way. It was about—it 
wasn’t very long for Mr. Dienstag to leave town and 
Mr. Dienstag said to Mr. Zemansky, ‘‘You got to hurry 
up because I can’t be here any longer and I did all I 
could for you to help you out.’’ So Mr. Zemansky 
came over to me and says ‘‘Mr. Kleinman, how about 
using some of your pledges, to replace the exact amount 
of pledges for Simons, and then we will pick out other 
pledges for you.”’ (Tr. 419.) 

THE REFEREE: Q. Mr. Kleinman, when you 
had your conversation with Mr. Sol Zemansky, in 
which he told you that Simons had attached, you said 
that you said to him ‘‘Well, give me a quarter of a 
million dollars worth of merchandise and I will go out 
and sell it for you?”’ 

A. Yes sir. 

Q. Is that what you said to him’? 


A. Well, I said I could sell a quarter of a million 
dollars worth of merchandise in one month. 


@. What did he say? 


A. Well, he kind of looked at me and he said, 
‘Well, I will see vou later on.’’ I believe later on he 
said ‘‘There’s no use trying to sell goods right now. I 
know if I had to sell goods now in a hurry to satisfy 
savinents, I know how IT would sell them. I would 
rather not sell anv goods mght now.’”’ (Tr. 424.) 
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Q. Did you have aly conversation with any per- 


A. Sol Zemansky came in my office. 

Q. What was said? 

A. He said to me, ‘*Sam you know we owe a little 
money to Bob Gans.” 
they owed him any money; so | said, “‘ You owe bim 
money, too?’’ So he said, **We don’t owe him inuch, 
but he is a good friend of Simon, Bill Simon,’’ and he 
came up and asked me if I would not do the same thing 
as we did with the Simons. So he said, ‘‘ You see, the 
pledges we have right now on hand are redeemable 
very fast, pledges that we have coming in. I would 
like to exchange pledges with you and give him pledges 
that don’t go out so fast.’’ 


I was surprised, I never knew 


Q. Which ones were the ones that would go out 
so fast, Mr. Kleinman, were they older pledges ? 

A. Older pledges, old pledges. 

@. Which ones were the ones that didn’t go out 
so fast, new pledges ? 

A. New pledges, just put in. 

@. What did you say to that? 

A. I said, “‘Well, I don’t think there is anything 
wrong about that,’’ and I let him do it. (‘T. 459.) 

Q@. BY MR. WOLVER: TI ain calling your at- 
tention to Trustee’s Exhibit No. 6, Kleinman’s Ex- 
hibit 6, calling vour attention to June 2nd, when a con- 
tract 1n the sun of $3,750 was made, and call your at- 
tention that no credit was made on that same date upon 
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the old note as shown by tis exhibit; does that recall 
anything to your mma? (irr 470.) 

A. Yes sir, I remember that. 

Q. What was that? 

A. ‘the $3,750, that was money they owed me in 
1.0.U.’s and I eave them more money and made out a 
contract for 1t. 

Q. The 1.0.U.’s represented other money? 


A. Other money I gave them. 

Q. Was that given to them after March 2nd? 

A. After March 2nd, yes. 

Q. And at the same time you gave them additional 
money ? 


A. Additional money and made out a contract for 
arin ven’ ome bias Cenk) 

Q. Now, on February 24th, did you know whether 
or not he owed money to any other person ? 

AS Novsiny iors. 

@. Did you know whether he owed any money to 
any members of the family? 

A. Yes, he did. He didn't tell me if he owed them 
any money, but at that tune [ remember he said to 
ime, because I am going to loan the next loan, I can’t 
tell just the date when it was, about two or three days 
before I made the loan to them, he said, ‘‘Sam, you 
see, my sister has got lots of money in the bank and 
she is getting very little interest.’’? I didn’t answer him 
anything on that, vou know, but he said, ‘‘T am not so 
hot to do business with my sister.’’ I said, ‘‘Sol, I got 
lots of money right now on my hands; you owe me a 
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few thousand dollars in 1.0.U.’s and I got extra cash; 
I can let you have some niciicy for less interest if you 
want to.’’ He said, ‘‘How much less will you charge 
(Tr. 477) me?’’ I said, ‘1 will give you some money 
at less interest, I will let you have money at seven per 
cent.’’ So he said, ‘‘I1 will let you know.’”’ About a 
week or two weeks later, he came in my office and he 
said, ‘‘Sam, have you still got that money you say you 
can let me have at seven per cent?’’ I said, ‘‘ Yes.’’ He 
said, ‘‘If vou make out the I.0.U’s and give us the 
balance in cash, we will make you out a note.”’ 

@. Is that the money that appears here at seven 
per cent? 

A. Yes, exactly. 

Q. Outside of Mrs. Harris, did you know that 
Zemansky Brothers owed money to any other person ? 

A. I did not, but I always figure any legitimate 
business owes a little money here and there, you know, 
but I didn’t know they owed anybody any big money. 

Q. Do you know, Mr. Kleinman, whether or not 
Mr. Zemansky did loan any money from My. Zeman- 
sky’s sister, Mrs. Harris? 

nm. No, no. Clr, 478.) 

THE REFEREE: Just a minute. This wasn’t an 
answer to the question. The question was, when was 
it that you gave them money on J.0.U’s, that’s what we 
want to know. 

A. Since I have been there. 


Q. Did you give them money on [.0.U.'s after 
January 1, 1939? 
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A. Yes sir. 

Q. How many tunes? 

A. I should say more than a dozen times. 

Q. What is the largest single sum after January 


1, 1939, do you remember ? 

A. 'The lareest one, I believe, one time was a 
little over $5,000, one time. 

Q@. Over what period of time would that occur 
that they asked you for I.0.U.’s, during what years? 

A. I believe that started up sometime — the 
1.0.U.’s started up sometime in 1936, until about the 
end of 1939. I gave them before 1936, but not so much, 
for a day or so and sent it right back. 

Q. When vou gave them I.0.U.’s, was the cash 
drawer empty? (Tyr. 480.) 

A. The cash drawer? I will tell you, they never 
kept much money in the cash drawer. They always 
kept $20 bills, $10 bills, $5 bills, and $1 bills. In other 
words, at times, if they had a lot of big bills, some 
people redeemed, like $500 or a thousand dollars, lots 
of loans were around there like that, thev used to keep 
it in the vault, and if they had one bill like that they 
used to keep it in the back of the cash drawer with a 
clip on it. I asked him once why they did that, and 
he said they once made a mistake and gave change 
back for a big bill instead of a small bill, and they did 
that so it wouldn’t happen again. 

Q. BY THE REFEREE: That was the reason® 

A. That was what was told to me. (Tr. 481.) 
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SAM XLEINMAN 


Cross-ExXAMINATION 


Q. What was the total amount of money that you 
ever loaned them after March Ist on I.0.U.’s? 

A. I gave them different amounts; I gave them 
different amounts, sometimes $500 sometimes $1,000, 
sometimes $1200. 

@. What was the highest amount you ever gave 
them after March Ist? 

A. About $1200. (Tr. 488.) 

Q. Sol Zemansky told you the reason they did 
that, they needed money in a hurry in the business, 
is that right? 

A. Yes, he was out of town and he needed the 
money some place. 

Q. Did he tell you why they needed the money 
wm such a hurry? 

A. No, I never questioned them; they always 
needed money. (Tr. 494.) 


EDWARD DIENSTAG 
DIREcr EXAMINATION 


THE REFEREE: When was it that Mr. Sol 
Zemansky signed the contract? 

A. On February 24th. (Tr. 523.) 

Q. Did he sign the notes at the same time? 

Bees ouriloner. (Tr, 523.) 

@. When was the next time you had anv con- 
versation with Mr. Zemansky ? 
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A. JI believe it was the evening of February 27th. 
I answered a ring on ihe telephone at my home. (Tr. 
523.) 

Q. After that, did you return to Los Angeles? 

A. IL veturned to Los Angeles the following morn- 
ing with Mr. Klemman, (ir 524.) 

Q. Will you tell us who was there, where it oc- 
curred, and tell us the conversation ? 

A. I went over directly to the Provident Loan 
Association with Mr. Kleinman, and went into Mr. 
iXleinman’s office. About two or three minutes after 
we got there, Sol Zemansky came in. Sol said, ‘* Hello, 
hboys’’ to us, and we both I think said ‘‘Hello’”’ to him, 
and Sam Kleinman said to Sol, ‘‘ What is this matter, 
you want twenty-five or thirty thousand dollars?’’ 
Sol said, ‘‘Well, the Simon boys have placed an at- 
tachment on the premises and there is the Sheriff sit- 
ting out in the hall.’’ Sam said, ‘‘What do you mean, 
why have they placed an attachment, what have you 
vot to do with them?’’ Sol said, ‘‘We borrowed some 
money from them some time ago and all of a sudden 
they had the Sheriff out there.’’ Sam said, ‘‘ What do 
vou want me for, what do you want me (Tr. 524) 
down here for?’’ Sol said, ‘*Well, Sam, we want to 
raise some money to lift this attachment.’ Sam says, 
“Bring some jewelry over here: I can sell as much as 
you want me to, $50,000, $100,000, $250,000, anything 
you bring over, and we will lift the attachiment.”’ Sal 
said, ‘‘No, Sam, we can’t sell it fast that way, we ean’t 
vet any price for it.” (Ty. 525.) 
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A. And we went up to Judge Pacht’s office. (‘T'r. 
527.) Judge Pacht said, ‘‘Just a moment, please.’’ 
Then he and Mr. Lyman and Mr. Simon left the office 
for five or ten minutes. When they returned Judge 
Pacht said to Mr. Zemansky, ‘‘ Assuming that can be 
done, Sol, before we go any further with this matter 
at all, there is one thing that I have to know.’’ He 
said, ‘‘There is no use (Tr. 528) entering into any 
transaction here unless we know your financial condi- 
tion.’’ He said, ‘*‘What I want to know is, are you at 
the present moment solvent or are you not?’’ Sol said, 
‘““T am absolutely one hundred per cent solvent; you 
aon’t have to worry about that. Our assets far ex- 
ceed our habilities.’’? (Tr. 529.) 


PSC EAC 
Direct EXAMINATION 


BY MR. WOLVER: 

Q. What is your trade, business o1 occupation ? 

A. Jam an attormey-at-law. 

Q. Judge Pacht, were you present at a conversa- 
tion had on or about the 28th day of February—on 
or about March Ist, at vour office, at which Mr. Klein- 
man, Mr. Dienstag, Mr. Sol Zemansky and Mr. Ly- 
man and Mr. Simon were present? 

A. I was. (Tr. 510.) 

Q. Did any part of that conversation pertain to 
the solvency or insolvency of Zemansky Brothers or 
Sol Zemansky ? 
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A. Yes. 

Q. Did it pertain to Sol Zemansky or Zemansky 
Brothers ? 

A. Zemansky Brothers ? 

Q. Do you recall that conversation in that regard, 
Judge Pacht? 


A. Yes. 
Q. What was it? (Tr. 510.) 
A. . . . I stated in substance, ‘‘Now, what’s 


the use of prolonging this? If you are bankrupt’’— 
addressing myself to Zemansky, ‘‘If you are bank- 
rupt, if you are insolvent, let’s know about it now and 
if my clients have to take a loss on this thing, they will 
take it and get it over with. If you can’t pay your 
debts in full, tell us so and we will know where to go 
from there. It 1s not the first time that a creditor has 
had to write off an obligation in whole or in part.’’ 
Mr. Zemansky, Sol Zemansky, who did the talking, 
as 1 have no personal recollection as to whether (Tr. 
511) one of his other brothers was there or not, J think 
one of his other brothers was there, said in substance 
that they were solvent, that they had more assets than 
“abilities, enough to cover all their habilities, but they 
were hard-pressed for ready cash, and if we would give 
them the time they would pay out. Now, that 1s in 
substance what Sol said. 

Q. Was Mr. Kleinman there at that time that 
this was said? 

A. Yess Ci511.) 
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MR. WOLVER: May it please the Court, we have 
two other witnesses who were present at that con- 
versation, and who can testify to the same thing. May 
we have a stipulation, if Messrs. Simon and Lyman 
were called, they would testify substantially the same 
as Judge Pacht, as to the conversation ? 

MR. CHOTINER: So stipulated. (Tr. 512.) 


SOL ZEMANSKY 
Cross- EX AMINATION 


Q. Where were the books of the Zemansky Broth- 
ers kept? 

A. We had a set of books at the Provident per- 
taining to anything that happened at the Provident, 
and then there was also a set of books at the State 
Loan, at 558 Main Street. 

Q. Where were the books kept that showed these 
other interests other than the Provident and the 558? 

A. At the 558 store. 

Q. You had some property in Glendale; what 
books was that shown in? 

A. That was shown in the 558 records. 

@. What books did you have at the Provident? 

A. The pledge books pertaining to the pledge busi- 
ness, and the cash book or day book, a book similar 
to this. 

@. Did vou have any other books at the Provi- 
dent ? 


A. No. 
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Q. What books did vou have at 558? 

A. We had books pertaining to the business at 
the 558 store. 

Q. Were these books accessible to Mr. Kleinman, 
referring to the 558 store books? 

A. No, mothe 658. (InP Zol) 


DAVE ZEMANSKY 
Cross- EXAMINATION 


BY MR. DIBNSTAG: 

@. All of the principal books of your business 
were kept at 558 South Main Street? 

A. Thais tight Cer Sok) 


SOL ZEMANSKY 
Direct EXAMINATION 


THE REFEREE: Yes, all right. Mr. Zeman- 
sky, you recall the time, don’t you, when Mr. Kleim- 
man said he would go to the Union Bank and borrow 
some money and loan it to you? 

A. That is cofrect. 

Q. Did that come about as a result of just one 
conversation with Mr. Kleinman, or was it a series of 
conversations over a period of time? 

A. Well, as a rule, every time T asked Mr. Klein- 
man for anything he always gave whatever T asked, 
so it wouldivt take many conversations. 

(). Well, how did it start? 
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A. Well, I imagine there was some rush need for 
the money. I said, ‘‘Sain, can you get me some 
money ?’’ and he said, ‘‘I will see what J can do,’’ and 
went down and got the money. I don’t recall what I 
suid I needed the money for. 

Q. You don’t remember ? 

A. No. 


Q@. You mean to tell the Court you don’t now 
recall any of the details of that conversation, except 
that Mr. Kleinman said he would go and get the money 
and loan it to you? 

A. That was the way it was done. 

Q. How often did Mr. Kleinman go and borrow 
money from some other source other than his own 
finances, and loan it to you? (‘T'r. 177.) 

A. He loaned me a considerable amount of money 
at different times. I wouldn’t know where he pro- 
cured it except this one time when he went to the 
Union Bank to borrow it; otherwise, I never ques- 
tioned him where he got the money. 

Q. You don’t remember when it was? 

A. It was prior to the date of the execution of 
that note. 

@. What is the date of that note, gentlemen, does 
anybody know? 

MR. HORN: The note of March, 1938, I believe. 

Min, CMOTINTGR: March 25, 1938. (Tr. 178.) 
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SAM Ki.EINMAN 


Cross- EXAMINATION 


THE REFEREE: I will ask a question here. 

Q. Are you testifying now, Mr. Kleinman, that in 
your private office in the Provident Loan Company, 
you had $1500 in cash im a box in a drawer in your 
desk; is that your testimony ? 

A. Yes sir. (Tr. 485.) 


DAVE ZEMANSKY 
Cross- EXAMINATION 


Q. Mr. Zemansky, vou from time to time would 
borrow money from Mr. Kleinman on I.0.U.’s, I think 
you so testified ? 

A. Yes sir. 

Q. And Sam would hand you the cash, wouldn’t 
he? 

A. Yes sit. 

Q. And he would take it out of his desk? 

A. Yes sit. 

Q. He would take it out of what you might call 
a strong box? 

A. I believe he had an iron box in the desk, but 
he also had a desk lock. The desk was locked. 

Q. What I am getting at, he did take money out 
of that iren box and he would let vou have it? 

A. Yes sir. 


Q. ‘They were substantial sums sometimes? 


oo 


A. Asa rule, he always used to give us $100 bills. 

Q. You would get five hundred or a thousand dol- 
lars from him? 

A. Yes, then he would hand me as a rule one hun- 
dred dollar bills. 

Q. In substantial sums? 

A. Yes. 

Q. On those occasions when you asked Mr. Klein- 
man for a loan of money, did you have any diffi- 
(Tr. 508) culty, experience any difficulty in getting 
such a loan? 

A. No sir. 

@. Asa matter of fact, it was handled very casu- 
ally, wasn’t 1t? 

A. Yes sir; sometimes he would send it down 
with the colored porter we had up there. 

@. Whenever you were in need of money you 
would call Mr. Kleinman because you knew that he 
had been loaning vou money and would do so? 

A. Yes, and Mr. Kravitz would speak to Mr. 
Kleinman. 

Q. You have testified once before on the stand, 
I believe, that beginning about the middle of 1936 you 
had these I.0.U. transactions ? 

A. Yes. 


Q. From that time on, there would never be any 
difference when you put in a eall for money ? 

A. No sir. 

Q. He would give it to vou, he would get the 
money out of the cash box that he had in his own desk? 
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A. Yes, and then we made it into the $5,000 notes. 
(itr. FOS.) 


SOL ZEMANSKY 
Cross- EXAMINATION 


Q. Do vou recall approximately how much he sold 
for vou shortly after he came to work for you, in 
money? (T'r. 236.) 

Q. Was it seven hundred thousand? 

A. It probably was in that neighborhood. (Tr. 
Zoi) 

Q. Could you tell at any time how much merchan- 
dise or how many unredeemed pledges you had on 
hand ? 

A. No. (fr. 254.) 

Q. Did you have large amounts of them? 

A. At various times we have large amounts. (Tr. 
254. ) 

Q. Did that amount to an appreciable swm, such 
as hundreds of thousands of dollars? 

A, Wes. (fr 2557) 


SOL ZEMANSKY 
Re-Drmecr EXAMINATION 


Q. Well, did vou have any pledges in your place 
of business, other than those that had been rehypothe- 
cated to other individuals? 


A. Yes. (Tr. 267.) 
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Q. BY MR. CHOTINER: You testified on 
cross-examination that at various times you had large 
amounts of unredeemed pledges. Now, then, directing 
your attention to the period of six months prior to 
February 24, 1939, did you have large amounts of wn- 
redeemed pledges ? 

A. Not at that time. CTr. 268.) 


DAVE ZEMANSKY 
Cross- EX AMINATION 


Q. Your rate of interest during most of that 
period, Mir. Zemansky, that is, the rate that you 
charged on these loans, was three per cent, was it not? 

A. Yes sir, and it was two. 

Q. When referring to those figures, we are speak- 
ing of the rate of interest per month, is that correct? 


A. Yes sir. 

@. You say it was two per cent? 

A. Yes sir. 

Q. About how long back, Mi. Zemansky ? 


A. I think previous to 1934, and then the rate 
was changed to three. 

Q. Then you charged three per cent? 

A. Yes. 

Q. So from 1934 on, you increased the rate of 
interest which vou were chareinge to make loans and 
your iecome increased correspondingly, isn’t that cor- 
rect ? 

A. Yes sir. 
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Q. So that theoreticaliv, as I see it, Mi. Zeman- 
sky, as people paid tie amounts due, you were get- 
ting thirty-six per cent a year on your money that 
was outstanding? 

Ae Yes sips (18) 352.) 

@. On all of the money that was out represented 
by pledges in your vault, you were getting thirty-six 
per cent per year on loans up to $300 and two per cent 
over $300? 

A. Yes sir. 

Q. And what was the greater portion of your 
money loaned out, that is, in what amount did it go 
out; was the greater amount of pledges under $300 
or over? 

Ay Omer $300) CI'r. 333: ) 

Q. And it is a fact, is it not, that you knew after 
vou held pledges for a certain length of time, twelve 
months, in this particular interest business, you could 
sell those pledges ? 

Me Mes sit 

Q. And I believe the practice of vour firm was, 
was it not, to hold them about thirteen months ? 

A. Sometimes we held them much longer than 
(Tr. 353) that. Twelve months was the law. 

@. You notified them, let us say, at the end of 
thirteen months? 

A. Fourteen, two ionths over the law. The law 
said twelve. (Tr. 354.) 

QO. Now, at the Provident Loan Association, ‘Be 
Zemansky, there ave a series of show-cases, or were 
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at that time rather, a series of show cases, I believe 
they are still there. 

A. ‘They are still there. 

Q. And in those show-cases were kept jewelry of 
various kinds and types? 

A. Yes sir. 

Q. Some pieces of jewelry were extremely valu- 
able ? 

A. Yessir. 

q. Platinum watches with diamonds, large brace- 
lets and so forth? 

A. All kinds of jewelry. 

Q. Those were the property of Zemansky Broth- 
ers? 

A. Yes sir. 

@. And in the same fashion was jewelry at 558 
South Main Street? 

A. Yes sir. 

@. And perhaps some of the jewelry was not all 
disposed of, some of it was in the vault? 

A. Yes sir. (Tr. 356.) 

Q. Possibly a good portion of that was kept in 
the Main Street vault? 

A. Yes sir, 


@. Was it your practice to keep that kind of 
jewelry at the Provident office only or principally on 
Main Street ? 

A. At the Main Street store we used to clean up 
the jewelry and take it up to the Provident and dis- 
play it in the show-cases you mentioned. 
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Q. ‘Those items of jewelry that were not displayed 
were kept at the Mai: Street branch? 

A. Yes sir. There was some in the vault at both 
stores. 

Q. You did have some in the vault at the Provi- 
dent ? 

A. At the Provident, too. (Tr. 357.) 

Q. And of course, the 558 South Main Street 
we have been talking about, was a loan office? 

A. Yes sir. 

Q. At that place you loaned the money just as 
you did at the Provident? 

mw «6Vies sir. Clr. Sams) 

Q. (BY MR. DIENSTAG): Mr. Zemansky, was 
Mr. Klemman ever at the 558 South Main Street store, 
if you know? 

A. Oh, yes sir, he came in at different times. 
(Bis aee: ) 

Q. Approxmnately how much, Mr. Zemansky, did 
the sales of jewelry by auction amount to in 1939 at 
908 South Main Street—-well, the records show, if 
your Honor please. This is a Namson and Young re- 
DOKL, 

THE WITNESS: It was an unusual amount. I 
can tell regardless of the records; it was an unusual 
amount. We ran auctions six days a week, used to take 
in about $200, as much as $300 a day. 

THE REFEREE: QQ. How long did you run 
these auctions? 

A. ‘Right up to the time of the attachment. (Tr. 
506. ) 
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LEO KRAVITZ 


Direct EXAMINATION 


@. Was there any other place at the Provident 
where money was kept for the purpose of making loans 
other than the cash drawer ? 

A. 5058. 

Q. That is, 558 South Main Street, you are re- 
ferring to? 

A. Yes sir. (Tr. 277.) 


LEO KRAVITZ 
Rer-Dtrecrt EXAMINATION 


Q. (BY MR. CHOTINER): At the time you 
set aside pledges for Mr. Gans, were there other 
pledges in the vault which had not been set aside for 
any creditor ? 

A. No sir. (Tr. 334.) 

@. Then where did you get the pledges to replace 
the ones from the Kleinman account that you had set 
aside for Gans? 

A. There were a lot of $20 loans, $15 loans, $10 
loans, and $25 loans, that we didn’t want to put in the 
Gans transaction. 

@. Then there were other pledges in the vault at 
that time that had not been assigned to anv other 
creditor; is that correct? 

Pe esesim Cir. 335.) 

Q@. . . . At the time you set aside the security 
for the Gans account, were all of the pledges that were 
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in the vault at the Provident Loan Association already 
set aside for some other creditor with the exception of 
small loans ? 

A. INowsit 

@. ‘Then there were some large loans in the vault 
at that time that had not been set aside for other credi- 
tors; is that correct? 

A. No, there were a lot of small loans that were 
mot Set aside Lor ereditems. (llr, 335.) 

Q. At the time you selected the Gans pledges the 
pledges to replace the Gans pledges, taken out of Mr. 
Kleinman’s box, there were about 20 or 30 drawers of 
pledges that were assigned to no one, weren’t there? 

A. Yessir. (Tr. 336.) 

Q. And there are a lot of those pledges in one 
box, aren’t there? 

A. Yes sir. 

Q. Possible a couple hundred in a box? 

A. 200 or more. (Tr. 337.) 


SAM KLEINMAN 
Direct ExXaMINATION 


Q. What did Mr. Zemansky say, 1f anything? 

A. My. Zemansky said to him, to Mr. Dienstag. 
‘Well, you see, Hddie’’—he called him Eddie; he said 
‘‘Hddie, we are in all kinds of enterprises; we need a 
lot of money. We have a lot of pledges in the Loan 
Departinent, a lot of them, and I would like to give 
him security in loans, but there is a law where a pawn- 
broker cannot re-loan any pledges.’’ (Tr. 401.) 
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Q. Did you know what interest Zemansky Broth- 
ers were getting on those various pawns? (Tr. 482.) 

A. They were getting three per cent, and they 
had another stamp they used, stamped on the back, 
‘““Minimum interest up to $5 is 50 cents,’’ and then 
they had a stamp where it showed two per cent for 
different amounts of money, and then they had another 
stamp that showed where they were getting three per 
cent. 

@. ‘Three per cent on what amount? (Tr. 483.) 

@. What loans did they get two per cent, if there 
were any such loans? 

A. Over $200. 

Q. Over $200 they got two per cent? 

A. Yes. (Tr. 483.) 

Q. After you went to work for them, they had a 
place at 558 South Main Street and one at Seventh 
and Hill? 

A. Seventh and Hill, yes. 

Q. As an employee, did you have the opportunity 
between 1935 and December, 1938, to go into their 
vaults ? 

A. Yes. 

@. Did you notice the number of pledges they had 
on hand? 

A. Well, only a few times, I used to go in there. 

Q. And did you also know how many of these 
pledges were not redeemed, the pledges forfeited ? 

A. I never looked at then. 


Q. Did you know pledges were being forfeited 2 
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Oh, yes, yes. 
Did you sell scine of those forfeited pledges? 
Hundreds of thousands of dollars of them. 
Did you ever have a conversation with them 
concerning the sales that you had made? (Tr. 484.) 
A. Well, he told me one time that they had over 
a hundred thousand dollars, about a quarter million 
dollars worth of merchandise, to sell and they didn’t 
sell any and they were glad they didn’t, because they 
turned them over to me and I got better prices. (Tr. 
485. ) 


OPopr 


EDWARD DIENSTAG 
Direct EXAMINATION 
BY MR. WOLVER: 


@. Mr. Dienstag, when did you first discuss with 
any of the Zemanskys the question of loans owed by 
the Zemanskys, or notes owed by GZemanskys to Mr. 
Kleiman ? 

A. ‘The middle of February of 1939, about the 
10th or 11th or 12th. 

Q. Now, Mr. Dienstag, will you tell us who was 
present, where it occurred and give us the conversa- 
tion 1n substance or in words? 

A. The conversation took place at the Provident 
Loan Association in Los Angeles at 706 South Hill 
Street. here were present Mr. Sol Zemansky, Mr. 
Sam Kleinman and myself. (‘Iv. 513.) Sol said, 
‘Well, Ed, as you know, we have various enterprises 
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throughout the State. We have quite a bit of money 
invested and we haven't much ready cash. What ready 
eash we have we can use in our Loan Department 
here. However, we have several hundred thousand 
dollars worth of pledges.’’ (Tr. 514.) 


SOL ZEMANSKY 
Direct EXAMINATION 


@. At the time those conversations took place, 
was Mr. Kleinman still selling jewelry that was ob- 
tained by failure of redemption ? 

A. Yes. 

Q. And were there very many cases like that dur- 
ing that period of time where customers failed to re- 
deem their property ? 

A. Well, there was alwavs a certain amount of 
unredeemed pledges. 

Q. Did that run to any great volume? 

A. I ecouldn’t say exactly; it was considerable. 
(Tr. 182.) 


SOL ZEMANSKY 
Cross- EXAMINATION 


MR. WOLVER: Mr. Zemansky, when a loan was 
made on a pawn, the amount loaned on the pawn never 
equalled the value of the pawn? 

A. No. 

Q. It would be, in all events. less than the value 
of the pawn? 
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A. Yes. 

Q. And whenever Air. Kleinman sold pawns for 
you, he always sold them at an amount greater than 
the amount you had in them by reason of prior loans? 

A. There may be an occasion when we had a loss. 
(Tr. 260.) 

Q. Do you recall any such case? 

A. No. 

Q. Would it be fair to say with the exception of 
a possible few occasions, all other pawns were sold by 
him, any redeemed pawns, were sold at a profit? 

A. Yes. (Tyr. 261.) 


DAVE ZEMANSKY 
Cross-EX AMINATION 


Q. Now, Mv. Zemansky, vou didn’t loan the full 
value of the property, did you, to people? 

A. No sir. (Tr. 354.) ; 

Q. So that if it became necessary to sell that 
pledge, it would bring in more money than the amount 
that you loaned? 

A. Yessir. (Tr. 354.) 

Q. Would you say now, in your opinion as a loan 
clerk (Tr. 386) and such degree of expert opinion 
that vou may have, as a rule you got more money for 
the pledge than the amount vou loaned on 1t? 

A. We did in the last few vears. (‘T'r. 355.) 
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SAM KLEINMAN 


Direct EXAMINATION 


Q. Do you know whether they would loan the full 
value of the diamonds or a lesser sum? 

A. The full value in the loan department? No- 
body gives a person the full value of the diamonds. 
They always loan less than its real value. 

Q. Do you know how much less it would be? 

A. Oh, sometimes they gave—it depends on the 
merchandise. If it 1s good merchanidse they could 
give him as high as 75 per cent. 

Q. But not good merchandise? 

A. They would give him about 50. (Tr. 481.) 

Q. Did you know that prior to February 24, 1939 ? 
Did you know before February 24th, when you entered 
into this contract, that the pawns that were taken in 
by Zemansky Brothers were worth considerably more 
than the loans they had made on them? 

A. Oh, yes, yes. (Tr. 482.) 


SOL ZEMANSKY 
Direct EXAMINATION 


Q. BY MR. CHOTINER: For the purpose of 
refreshing your memory, isn’t it true that Mr. Klein- 
man told you that if you were able to operate the 
Tango games, you could work things out, otherwise 
you could not? 


A. I don’t recall any such conversation. (Tr. 
210.) 
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SOL ZEMANSKY 


Cross-HxX AMINATION 


@. The Zemansky Brothers had other property in 
addition to the Provident Loan and the State Loan? 

A. Yes, they had some other interests. 

Q. And what were those other interests at that 
time? (Tr. 250.) 

A. J don’t know what they all were. They are 
in the original schedule of holdings. (Tr. 251.) 

Q. Did you have an interest in the 333 Club at 
El Cerritos, California ? 

A. Yes. 

@. And how long did vou have that interest? (Tr. 
252, ) 

A. About three or four years. 

Q. Do you have an interest in the Playhouse Fas- 
cination at Butte, Montana ? 

A. Part of an interest my brother Joe had. (Tr. 
252. ) 

Q. You had an interest, the partnership had an 
interest, in the Club Fortune? 

A. Yes. 

Q. And that is located at Reno, Nevada? 

A. Wes sir, Ci 202)) 

Q. How long have you had that interest? 

A. ‘Three years. 
@. The partnership had an interest in the Re- 
dondo Properties Corporation ? 

A. Yes. 
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Q. And that corporation had considerable real 
estate ? 

A. Yes. 

Q. How long had you had that interest? 

A. About three years. 

Q. The partnership had an interest in the Palace 
Amusement enterprise ? 

A. Yes. 

Q. How long did you have that interest? 

A. About four or five years. 

Q. The partnership had an interest in the Re- 
dondo Palace? 

A. Yes. 

@. How long did you have that interest? 

A. About three years. 

Q. The partnership had an interest in the Nep- 
tune at Long Beach? 

A. Yes. 

Q. How long did you have that interest ? 

A. About a year. 

Q. The partnership had an interest in Robbins’ 
Bingo at Bayshore in San Mateo County, is that cor- 
rect | 
Yes sir. 

You also owned the real estate there? 

Yes. 

And how long did you have that interest? 
About four years. 

. BY MR. WOLVER: ‘The partnership had 
an interest in the Boulevard at Belmont Shores? (‘Tr. 
253.) 


OPOoPOop 
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Yes. 
How long had jou bad that interest ? 
About two years. 


(OP OP 


The partnership had an interest in a piece of 
real orenent in Glendale bordered by San Fernando, 
Los Feliz and Central Avenue? 

A. Yes. (Tr, 254.) 

Q. What was the cost of that piece of property 
(I'v. 254.) 

A. $120,000. 

Q. BY MR. WOLVER: How long did you have 
that place? 

A. About 15 years. (Tr. 254.) 

Q BY MR. WOLVER: How long did the part- 
nership have it? 

A. About 15 years. (Tr. 254.) 


LEO KRAVITZ 
~ Re-Direct EXAMINATION 


Q. Now, during the times that you would talk with 
Mr. Kleinman at the Provident, did you ever talk to 
him about the ‘'’ango business in which the Zeman- 
skys were interested ? | 

A. Off and on, yes sir. (Tr. 336.) 

A. Used to talk to him about El Cerritos, if they 
ever got going, they would make a lot of money there. 

Q. What did Mr. Kleinman say about it? 

A. ‘“‘T am glad to hear it.’’ 
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Q. Was anything clse said by you or Mr. Kleim- 
man about the Tango business operating ? 

A. He knew it was a very good business when 
they got going. (Tr. 336.) 

Q. And the Tango business was mentioned / 

A. Tango. 

@. Ox the other amusement enterprises of the 
Zemansky Brothers. It was well known that they were 
in the amusement business, was it not? 


A. Yes sir. 
Q. Especially among the employees ? 
A. Yes sit. 


@. And was the general opinion which was ex- 
pressed to you by the other employees and yourself 
to them that that was a very profitable business when 
it was running? 

Bee Yesesir, Clr, 337) ) 


SAM KLEINMAN 
Direct EXAMINATION 


Q. BY MR. WOLVER: Mr. Kleinman, during 
the time you were employed at Zemanksy Brothers, did 
you ever hear any discussions occurring there of other 
interests ? 

A. I never talked to anybody and I never had 
much time to discuss with the employees down there 
about any of the Zemansky business. 

Q. Did you know that they were engaged in other 
enterprises other than pawnshops ? 

Ae SYiesusir. 
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@. Did you ever discuss with any person their es- 
tate in Reno? (Tr. 472.) 

A. Well, that was known around the office to 
everyoody, the business in Reno. 

Q@. Did you ever discuss that with any of the Ze- 
mansky boys? 

A. ‘The time when they fixed that place up, the 
time when they fixed that place up, Sol Zemansky 
said, ‘‘This is going to be a gold mine.”’ 

@. Did he ever discuss with you whether or not he 
was making money on that place after that? 

A. Yes, he said they are making money. 

Q. What period of time did he tell you they were 
making good money in Reno? 

A. Oh, right along, even the last month or so be- 
fore they closed up the place. 

Q. That would be in June of 1939, he said they 
were making good money in Reno? 

A. Yes, they were making money. 

@. Did he ever discuss with vou El Cerritos, that 
is the 333 Club? 

A. I tell you, I don’t remember it by the name, 
but I know just about where it was, yes. 

Q. This would be in Oakland, is that right? 

A. In Oakland. [ was out to that place myself, 

Q. Did he say anything to you about that place? 

A. He said the first month we opened we got out 
our money out of it, now, it is clear. 

Q. Did he ever discuss with you the Play House 
in Butte, Montana? 
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A. I understood they had one down there, but 
I don’t remember if he did or not. 

Q. Going back to this place in Oakland, did he 
(Tr. 473) discuss with you after you were there, cid 
he ever tell you how much they were making there? 

A. I was there, I believe, with Mr. Dienstag, 
when I was in San Francisco. Mr. Dienstag drove me 
out there. 

Q. Did he ever tell you how much he was making 
there ? 

A. He said business was very, very good. 

@. Over what period of time did he discuss that 
with you? 

A. Qh, it is hard to tell, you know, I never asked 
him too much about his personal business. When he 
told me I just listened to it. 

Q. Over what-period of time did he discuss the 
Play House in Butte, Montana, with you? 

A. He told me that that place is doing pretty good, 
I think it will do just as good as in Reno. 

Q. He told you that Reno was making a lot of 
money ? 

A. A lot of money, yes. 

Q. Did he ever discuss the Redondo property with 
you, his Redondo property ? 

A. Yes, when I was out driving with him, he 
wanted to go to Ocean Park and from there he drove 
down to Redondo, and from Redondo he wanted to go 
down to Seal Beach, wanted to look at some property 
there and I was with him, vou know, and he said to 
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me at Redondo, ‘‘You sec that piece of property right 
there, we bought it froin the Southern Pacific.’”’? (Lr. 
474.) 

Q. Did he tell you how much money he was mak- 
ing? 

A. Qh, yes. 

Q. He was making from that property? 

A. He said that property paid right off real good, 
the minute he bought it. 

Q@. Over what period of time did he discuss with 
you the Redondo property ? 

A. Not many times. 

Q. Was it after January of 19397? 

A. Oh, right along, yes. 

Q. Was it after March of 19389? 

A. He used to come in my office and talk until 
about the last month before they closed up. 

Q. And he continuously told you he was making 
good money on all these properties ? 

A. On all these properties. 

@. Did be ever discuss with you the Palace of 
Amusement Enterprise? 

A. Iwill tell you, they had so many places I don’t 
remember exactly every one of them. 

Q. Do you remember the Neptune at Long Beach? 

A. Yes, I remember that one. 

Q. Did he ever tell you anything about the Nep- 
tune ? 

A. Twas there with him. 


Q. About when were you there with him? 
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A. I was there with him, I believe, I don’t re- 
member, it must have been around 1937 when I was 
there with him. 

@. Did he tell you what he was doing there then? 
(‘T'y. 475.) 

A. He said they are doing pretty good. 

MR. CHOTINER: Was that in 1987 you are re- 
ferring to? 

MR. WOLVER: Yes. 

@. Did he discuss that Palace of Amusement with 
you after 1937? 

A. I believe after that he told me, or Abe told me, 
they closed that up, they got their money out of it, 
made a profit and closed it up. 

@. Do you remember discussing with him the Bay 
Shore property ? 

A. The Bay Shore property ? 

Q. Yes. 

A. I believe I saw the Bay Shore property, but 
they didn’t run it when I saw it. 

@. Did he ever tell you they made money there? 

A. Oh, yes, he said they made money on that, 
nade more money down there than any other place 
except Reno. 

@. How late did he tell you that? 

A. Bay Shore? Bay Shore was pretty early 1 
don't believe it was in 1988. 

®. It was before 1938? 

A. Yes. 


@. He told you they made plenty of money ? 


76 


A. Yes, he always mide money in that place. 

Q. Did he ever discuss with you the Boulevard 
at Belmont Shores? 

A. No. 

Q. Did you ever discuss with him any property 
out in Glendale? 

A. Yes, I knew all the time. (Tr. 476.) 

@. What did he say about that? 

A. He said, ‘‘We have a fine piece of property 
down there.’’ He said, ‘‘It cost us $125,000, and we 
will put up a building there,’’ what do you eall it for 
boxing ? 

@. An arena. 

A. No, no. 

Q. Ring? 

A. A boxing ring in Glendale. 

@. Did he say how much that property was 
worth ? 

A. He told me that cost them $125,000. (Tr. 477.) 


SOL ZEMANSKY 
Direct EXAMINATION 


@. At the time that you first gave security to 
Mr. Kletwmman, did your liabilities exceed your assets? 
CTY. 082; ) 

A. Well, I did not know. 

QO. BY MR. CHOTINER: Did you ever know? 

A. Not until the bankruptcy. 
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Q. When you say “not until the bankruptcy,’ do 
you mean at the time you filed your petition for ar- 
rangement under Chapter 11? 

A, Lhatus correct. 

Q. Was that the first time that you ever knew 
that your liabilities exceeded your assets ? 

A. That was about the first time. 

Q. When you say that was about the first time, 
can you tell us when was the first time that you knew 
your liabilities excecded your assets? 

A. Well, I never knew definitely insofar as there 
was no way for me to deternune vt. (Tr. 183.) 

@. When did you first find out that your labili- 
ties exceeded your assets? (T'r. 183.) 

A. The only time I could say was when people 
were pressing me for money, I didn’t have enough 
money to pay them off at one time. 

Q. When did they start pressing you for pay- 
ment ? . 
A. Probably six inonths or so of the petition. 

@. Did anyone press you for payment prior te 
six months before filing your petition? 

A. Yes, I had people pressing me, but I was al- 
ways able to take care of the obligations. (‘l'r. 184.) 

@ BY MR. CHOTINER: Did you have money 
on hand to meet obligations when you were pressed 
for payment at a period prior to six months before 
the filing of your petition ? 

mn. Yes, 
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Q@. Where did you ect the money to meet those 
obligations ? 

A. Just refused loans, refused loans in the loan 
department. (‘T'r. 184.) 

Q@. BY MR. CHOTINER: Do you know ap- 
proximately what the total of your obligations was, of 
Zemanshy Brothers, at the time the security was given 
to Mr. Klcunman? 

A. I didn’t know. (Tyr. 184.) 


SOL ZEMANSKY 
Cross- EXAMINATION 


Q. During that sic months period prior to Febru- 
ary 24, 1939, when you were refusiig new loans for 
lack of money, did you know that the lack of money 
was @ result of any condition in regard to your busi- 
ness other than it was from the condition prior to 
that six months period ? 

A. I didn’t know. 

@. How long did it take vou to prepare your 
schedules in this case, your bankruptcy schedules ? 

A. I don’t know the dates. It was filed in a skele- 
ton way. 

Q. You didn’t have that information available 
until you started to prepare these schedules? (Tr. 
269. ) 

A. | Nio- 

Q. You didn’t know vour financial condition prior 
to that time? 

A. Neo. Cir. 270.) 
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DAVE ZEMANSKY 


Drrect HXAMINATION 


Q. And at that time you found out, or at least you 
knew, that Zemansky Brothers owed approximately 
over one million dollars, isn’t that right ? 

A. Yes sir, at that time. 

Q. Was there any substantial change in the amount 
of money that was owing by Zemansky Brothers with- 
in a period of one year prior to the time you filed the 
petition ? 

A. J wouldn't say any large amount. 

MR. CHOTINER: @Q. How much did it vary 
during that vear, do vou know? (Tr. 346.) 

Q. Well, did it vary more than $200,000? 

A. Did you say $200,000, I don’t know for sure, but 
IT would presume it would not be that much. 

@. Mr. Zemansky, in this proceeding, did you ever 
see the schedule of assets that was owned by Zemansky 
Brothers. (Tr. 348.) 

A. Yes, sit, later on, in the inventory. 

@. Was there any substantial difference between 
the total of those assets at the time you saw them and 
within a year’s time prior to that? 

me As I sey, J dow tiwmnh there could be very 
much difference i the last year. 
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Q. When you say there couldn't have been much 
difference in the last year, could it have depreciated 
more (372) than a couple of hundred thousand dollars? 

A. Not more than that. (Tr. 348.) 
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BY MR. CHOTINER: 

Q. Now, bearing in mind the amount of interest 
that you paid during the year, are you able to tell us 
approximately what the total amount of principal 
there was owing by Zemansky Brothers? (Tr. 346.) 

A. I never did run it off. During every month 
there was some money coming in and some money to 
go. Sometimes we paid, sometimes we received money. 

Q. Within a couple hundred thousand dollars, can 
you tell us approximately how much the firm owed? 

A. No. (Tr. 346.) 

MR. CHOTINER: Q. At the time the petition 
was filed under Chapter 11 of the Bankruptcy Act, did 
your assets consist of more than fifty per cent of your 
habilities ? 

A. I wouldn’t know? (Tr. 348.) 


DAVE ZEMANSKY 


Cross-EX AMINATION 


Q. Mr. Zemansky, all of this time that you were 
signing the checks, did you know how much money 
you owed, that is, that the business owed? 

A. No sir. 

Q. You had no idea? 

Pe OSU, 
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@. Did you know how much money you had out 
on pledges ? 

A. No sir. 

Q. So you don’t know how many pledges you had 
in the vault drawing interest? 

A. No sv. 

Q. Lacept from the fact that you took in certain 
sums every day? 

A. We didwt ge it much thought. If we got any 
new money or not, we were always in position to pay. 
That’s the way we went along. 

Q. So all of this time that vou were writing these 
checks, you didn’t know how much you had owed, and 
you also didn’t know how many pledges you had in the 
vault that people were paying you interest on? 

A. Thateis@moint. (Tay sole) 

Q. Did you at any time before you were shown a 
schedule, after a stock was taken of your property on 
hand by the Trustee, then the Receiver, did you at 
any time before that time kuow how much merchan- 
dise you had on hand which was not redeemable mer- 
chandise, just jewelry? 

A. No sir. 

Q. So that until the figures were shown to you 
and an appraisal taken, you did not know how much 
salable merchandise vou had on hand ? 


ww. No sir. (Tr. 356.) 
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SOL ZEMANSKY 


Cross-EXAMINATION 


Q@. BY MR. WOLVER: Mr. Zemanshy, did you 
keep a permanent record or any record of any wire- 
deemed pledges? 

A. No. 

Q. Did you keep any tnventory of any precious 
gems or other merchandise on hand? 

A. No. 

Q. Could you tell at any time how much merchan- 
dise or how many unredeemed pledges you had on 
hand? 

A. No. (Tr. 254.) 


YATES 


DirEcT EXAMINATION 


As a result of my exaimination of the books of the 
bankrupt, there was no record maintained of the as- 
sets or the habilities, the operation expenses, the net 
worth and inventory of the assets, and no record of 
cash reconciliations, nor a record of bank account 
reconcilations. It was strictly a memorandum record. 
They would enter the amount of their deposits and the 
amount of pledges redeemed, amount of new pledges. 
For example, if I.0.U.’s were issued, there was no 
record of the I.0.U.’s, there was no record of the 
amount of cash in the drawer, there was no record of 
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any reconciliation of the amount of cash in the bank. 
(Tr. 5389.) From the books and records of the bank- 
rupt, the bankrupt could not, nor an auditor could not, 
determine whether or not the business was making 
money or losing money, and could not determine 
whether or not the assets were greater than the liabil- 
ties, could not determime whether or not they were 
solvent or insolvent without making an extensive audit 
and preparing a report of all] operations to arrive at 
a profit or loss for any given period. (Tr. 539.) 

Q@. Could a balance sheet have been obtained from 
the books that were maintained by Zemansky Broth- 
ers ? 

A. No sir. (Tr. 540.) 
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The Testimony appearing in the record with regard 
to 
SCE OUBS TONS INVOLY ED,” Item If. 
(DID THE BANKRUPTS HAVE UNRE- 
STRICTED AND UNFETTERED DOMINION 
OVER THE PROCEEDS OF THE ASSIGNED 
PAWN TICKETS ?) 


SOL ZEMANSKY 
Direct EXAMINATION 


Q. At the time when Mr. Dienstag was present at 
a conversation, will you tell us what the conversation 
was, 1f there was any, regarding the subject matter 
of giving security to Mr. Kleinman ? 

A. Well, Mi. Dienstag merely explained the sit- 
uation as to how to handle it from a strictly legal point. 

@. What did he say? 

A. About giving Mr. Kleinman the security and 
working out these contracts and replacing the collateral 
with other collateral, after the collateral that was up 
had been redeemed. 

Q. That took place before you consented to give the 
security, is that correct ? 

A. I believe so. (Tr. 213.) 


SAM KLEINMAN 
DrrEct EXAMINATION 


Q. Did Mr. Dienstag say that he could work it out 
so it would be legal to give pledges for security ? 
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A. No. (Pr 401.) 

A. So Mr. Zemaiisky says to Mr. Dienstag, ‘‘I can 
show you a pawn-ticket where it has printed on the 
back of it where the law prescribes that (Tr. 401) I can- 
not do that.”’ So Mr. Dienstag said, ** Well, I am not 
acquainted with that law, never looked into it, but if 
you can give ine the ticket [ will look into it.’’ (Tr. 402.) 

Q. Do you remember what Mr. Dienstag was say- 
ing about the legal points? 

A. Yessir. (Tr. 404.) 

A. He said to him, ‘‘Sol, I think you are right, that 
you cannot take possession of any pawns, of any mer- 
chandise that is pawned by you, but I’ve got a way; 
I looked up the law and I have a way where we can 
have security on the pawn-tickets.’’ (Tr. 405.) 

Q. Did Mr. Zemansky agree with My. Dienstag 
when Mr. Dienstag said he had a way and explained 
how it could be worked out? 

A. He asked him to work it out and ‘‘If you work 
it out and if it is legal, I am satisfied.’’ (Ty. 406. 


EDWARD DIENSTAG 
DiREcT EXAMINATION 


Q. Do you recall if you had a conversation with 
Mr. Zemansky upon your return to Los Angeles? (Tr. 
516.) 

That conversation took place in the office of the 
Provident Loan Association, in the office occupied by 
Myr. Sam Kleinman as his office. Mr. Sol Zemansky 
was there. I had with me notes on the subject of the 
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law regarding pawnbreckers’ pledges and the re-pledg- 
ing by pawnbrokers of thei pledges and the subject 
of assignment of accounts receivable. I said to Mr. 
Sol Zemansky, ‘‘Sol, I have got this problem worked 
out.’’ I said, ‘‘I believe under the law, under this 
Pawnbrokers’ Act, which I have looked into, that you 
cannot give the pledges which contain the jewelry that 
you have taken from customers to anyone as security, 
you cannot give up possession without violating that 
law and committing a misdemeanor. However,’’ I said, 
‘‘these pledge tickets that you give to the customers 
constitute a promise on the part of these people to 
pay you certain sums of money.’’ I said, ‘‘You can 
assign your right to receive this money.’’ I said, ‘‘That 
is a very common (‘l'r. 516) procedure and it is done 
all the time and such things are given as security to 
various finance companies.’’ I then told him that so 
far as the actual law on the subject was concerned, I 
could only find three cases in the entire United States 
of the exact question of giving up the possession of 
pledges where a statute existed which would permit it. 
I then had with me notes of the proposed agreement 
which we finally entered into and read them to him with 
regard to the various provisions. Sol said, ‘‘Ed that 
seems like the ticket to me; I think that will be all right. 
Will you prepare the agreement?”’ I said, ‘‘Yes, I will, 
Sol.”? . . . “All right, Sol, I will complete this entire 
contract ready for you to sign, but in order to do so I 
have to have the numbers of the pawn-tickets and the 
pledges so that I can type them and put them in the 
contract.”’ I said, ‘I amin a hurry to get out of here, 
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I have got to get back to San Francisco. How soon 
can you get those numbers ?’’ Sol said, ‘*‘That’s easy,” 
and he walked to the door and called for Leo Kravitz. 
Leo came in and he said, ** Leo, 1 would like you to pull 
out about $100,000 worth of pledges for Sam. (Tr. 517.) 


SAM KLEINMAN 
Direct ExAMINATION 


Q. Do you remember what Mi. Dienstag was say- 
ing about the legal points? 

A. Yes sir, 

©. Whatdid hesay? (Ur. 404) 

A. He said to him, ‘‘Sol, I think you are Tight, 
that you cannot take possession of any pawns, of any 
merchandise that is pawned by you, but I’ve got a way; 
I looked up the law and 1 have a way where we can 
have security on the pawn-tickets.’’ (Tr. 405.) 

Q. Yes, what did he say to that? 

A. Well, Max. Gemansky said to My. Dienstag, 
‘Anything you do, if you think it is legal, it 1s all right; 
I will be more than satisfied.’’ (Tr. 406.) 
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SOL ZEMANSKY 
Direct EXaMINATION 
Q. BY MR. CHOTINER: Directing your am 
tention to February 24, 1939, and to Trustee’s Exhibit 
No. 4, being the contract dated February 24, 1939, 
are you fannihar with that contract? 
A. Parwall. (Tr200} 
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Q. Will you explain to the Court where you were 
when that contract was signed ? 

A. In San Francisco. 

@. And who prepared that contract, if you know? 

A. I believe it was prepared by Mr. Dienstag. 

@. And had the contract been signed by anyone 
prior to your signing it? 

A. No. 

@. Who presented the contract to you in San 
Francisco? 

A. Well, I believe I received a call one morning 
when I] was at the St. Francis Hotel. Mr. Deinstag 
phoned me and told me he was in town and wanted to 
know if I would come down to his office, so I went 
down to his office and signed the contract. 

Q. Did Mr. Dienstag tell you where he had just 
come from? 

A. “Well, he had been in Los Angeles. 

Q. Did he tell vou that? 

A. I saw him the day before in Los Angeles. 
(ir. 201.) 


SAM KLEINMAN 
Direct ExsaMINATION 
Q. Was a different contract prepared bv Mr. 
Dienstag, was a white copy of the contract, a finished 
copy, prepared by Ma. Dienstag ? 
A. A white copy was prepared by Mr. Dienstag, 
yes sir. 
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Q. Do you remembeci when you signed those 
copies; I don’t mean ie date, but do you remember 
signing those copies? 

A. Yes sir. 

Q. How many copies did vou sign? 

A. I signed two copies. 

Q. Do you recall how long before you signed these 
copies it was that this conversation was had when Mr. 
Kcravitz was told to pick out the pledges ? 

A. It was the next day. 

@. After you signed the copies you gave them to 
Mr. Dienstag, didn’t you? 

A. Yes. (Tr. 448.) 

Q. Do you recall whether or not, Mr. Kleinman, 
while vou were in San Francisco, you saw a copy of 
the contract signed by Sol Zemansky ? 

A. Yessir. Mz. Dienstag had it in his office. 

@. And do you know the signature of Sol Zeman- 


A. Oh, yes. 
Q. Is that his signature? 
A. Absolutely. (Tr. 451.) 


EDWARD DIENSTAG 
Direct EXAMINATION 


Q. Did vou have the contract drawn up in fmal 
form ? 

A. ‘The contract at that time had been drawn up in 
final form except for the numbers of each pledge 
ticket. 
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Q. Now, when the contract was completed, what, 
if anything, did you do with it? (Tr. 520.) 

A. The contract was completed I believe on the 
afternoon of the next day, but I did nothing about it 
because I was in a trial in Long Beach at that time. 
The following day, the 22nd, I went over to the Provi- 
dent Loan Association, to the office of Mr. Kleinman 
and told him to sign the contract. 

Q. How many contracts did he sign? 

A. ‘Two. 

@. Duplicate copies? 

A. Yes. He signed them and I said, ‘‘Let’s get 
hold of Sol and have him sign them.’’ Sam said, 
‘*T don’t know where he is, I haven’t seen him this 
morning.’’ I looked out of the door and saw Mr. Abe 
Zemansky. I said, ‘‘ Where is Sol?” and he said ‘‘Sol 
has been called up North.’’ I said ‘‘ Well, gee, that’s a 
fine thing for him to do; here I have been breaking my 
neck to get this thing ready for him and he is gone.’’ 
Abe said *‘ Well, he was called in a great hurry, he just 
had to go up there.”’ JI said, ‘‘ Well, then, Abe, I have 
got to get back to San Francisco and I will see him 
there when I get up there.’’ I left Los Angeles that 
evening. 

q). When you left, what, if anything, was done 
with the contracts ? 

A. I took them with me. 

Q. Now, did you contact Mr. Zemansky in San 
Francisco ? 
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A. The morning after I got to San Francisco, I 
called the St. Francis ilotel and asked whether Mr. 
Zemansky was registered there, I asked whether Mr. 
Zemansky was there, and they said (Tr. 521) he wasn’t 
there but he had registered. I said, ‘‘ Well, then, will 
you be so kind as to have him phone me as soon as he 
comes in.’ I received a telephone call from Mr. Ze- 
mansky on the following morning, which would be 
February 24th. I said, ‘‘Sol, I have brought the con- 
tracts here with me because I was told you were here 
and I had to be here myself. I want you to come over 
to the office and sign the contract and the notes.”’ 
Sol said, ‘‘I will come over, Ed, but I have got to go 
over to Oakland, to El Cerritos, this morning; what 
time in the afternoon will be all mght?’’ I said, ‘‘ Any 
time around two or three.’’ Sol said, ‘‘I will be 
there.’’ Then that afternoon, sometime between two 
and three o’clock, Mr. Zemansky came in the office 
and I gave him the contracts to sign. He said, ‘‘Are 
these the same ones I read,’’ and I said ves, and he 
looked through them and signed both contracts. I 
then gave him the series of twenty notes of $5,000 each 
to sign, which he did. (Tr. 522.) 

MR. WOLVER: QQ. What was done with the 
copies of the contracts at that time, Mr. Dienstag ? 

A. I retained one and gave the other, which had 
(Tr. 522) My. Kleinman’s signature on it, to Mr. Ze- 
mansky:  (imeaz3. ) 


Sil 
STIPULATIONS 


MR. DIENSTAG: If your Honor please, by 
stipulation the following statement is made, that the 
total amount for which the articles were pledged, 
which were selected as security for the February 24th 
contract, was $107,140, so that is the security, the prin- 
cipal amount, for which the articles were pledged. 
This did not include any interest due on the pledges. 

MR. LAUGHARN: In other words, that is the 
total of the pledges without interest, as set forth in 
the Exhibit A attached to the contract of February 
24th. | 

MRE. DIENSTAG: That is correct. (Tr. 322.) 

MR. CHOTINER: It is stipulated by and between 
counsel that the records of the Hotel St. Francis of San 
Francisco show that a Sol Zemansky registered there — 
on February 22, 1939. So stipulated, gentlemen ? 

MR. DIENSTAG: I see no objection. 

THE REFEREE: All right. He registered Feb- 
ruary 22, 1939. Proceed. (Tr. 391.) 

MR. LAUGHARN: As a starting point, I think 
from the Trustee’s position we concede the gross 
amount of the claim; in other words, before the hear- 
ings we had a question with respect to the $1100 
amount, with respect to the $1200 amount, the $1,000 
and the $3,750, and the I.0.U.’s held by Mr. Kleinman. 
Now, we feel that our position with respect to the $1200 
item has been cleared up and the (Tr. 512) claimant 
has shown that item. We feel the claimant has shown 
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the item of May 18th of $1,000. We have no further 
evidence in connectiou with the $3,750 of June 2nd, 
other than what has been introduced, and we have no 
further evidence to show that there 1s no consideration 
supporting it. J think the testimony is that it was for 
ROM. « 

MR. WOLVER: And cash. (Tr. 518.) 


SOL ZEMANSKY 
Direct EXAMINATION 


Q. When the pledges were set aside as security for 
Mr. Kleinman, were the boxes marked in any manner? 

A. I believe there was a ‘‘K”’ in front of the boxes 
on the cardboard. (‘T'r. 231.) 

Q. BY MR. CHOTINER: At the time the secur- 
ity was first given to Mr. Kleinman, were the boxes 
which contained these pledges marked at that time 
with any insignia? 

A. J don’t know. 

Q. Do you know of your own knowledge whether 
they were marked at any time after that? 

A. The Kleinman pledges, I believe, always had a 
‘a<”? on them. (it 2e2)) 

Q. Do you know when that ‘‘K’’ was put on there 
in relation to the time they were set aside for Mr. Klein- 
man ? 

A. I think at the time we set them aside. 


@. Were you present on any of those occasions ? 
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A. No, that transaction was handled by Mz. 
Kravitz. 

Q. At the time when security would be given to 
My. Kleiman, were the pledges transferred from one 
box to another box ? 

A. Yes. (Tr. 233.) 

@. Do you recall ever observing the manner in 
which the pawns were segregated? (Tr. 249.) 

A. The loans were transferred from one drawer 
into another drawer and they were marked with a ‘‘K’’ 
on the face of the drawer. (Tr. 250.) 


LEO KRAVITZ 
Drrect EXAMINATION 


Q. Now, will you explain to the Court the pro- 
cedure that you followed in setting aside the security 
for Mr. Kleinman, just exactly how you handled the 
jewelry and the boxes and what was done on that oc- 
casion ? 

A. I went in the vault and got the largest loans. 
We got about five or six drawers of loans, which 
amounted to $100,000, I think. (Tr. 286.) 


LEO KRAVITZ 


Cross-EXAMINATION 


@. And when we had selected the amount of 
pledges upon which the loans granted exceeded $100,- 
000, that was the point at which we stopped selecting 
pledges? 
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A. Yessir. (Clr, 308) 

Q. Now, there was, was there not, a cardboard, a 
small white cardboard, placed in the receptacle in the 
front of those boxes? 

A. Yes sir. 

Q. Marking the number of the pledge at one end 
of the box and a number at the other end of the box? 

A. Yes sir. 

Q. ‘Then underneath those numbers, or above the 
numbers, the initial *‘K’’? 

A. Yes sir. 

Q. And the first box was marked ‘‘K-1’’4 

A. Yes sir. 

Q. ‘The second box ‘‘K-2’’? 

A. I don’t know anything about the 1 or 2, but I 
know there was a ‘‘K.’”’ (Tr. 309.) 


SAM KLEINMAN 
DirEct EXAMINATION 


MR. WOLVER: Q. Do vou recall a conversation 
beine had in vour presence between Mr. Sol Zemansky 
and Mix. Kravitz about picking out pledges that 
evening ? 

A. Well, after Sol Zemansky was satisfied with 
the contract, we left my office and went into Joe 
Zemansky’s office, Mr. Zemansky and Mr. Dienstag, 
and he called out, he said, ‘‘Mr. Kravitz’’—he called 
him Leo; he said ‘‘Leo, I want you to go and pick out 
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$100,000 worth of pledges to be placed in Mr. Klein- 
man’s loan.’’ (Tr. 448.) 

@. Did you ever go into the vault after March 1st? 

A. No sir. 

Q@. Did you see where they were keeping the 
pledges that came in after March 1st 

A. They kept them in a lot of shoe boxes. 

Q@. Did you see any marking on those boxes? 

A. ‘They had a lot of shoe boxes and the pledges 
were in there, and then on the top of the shoe box was 
a piece of paper where they used to describe on the 
paper with a letter ‘‘K.”’ 

Q. Did you ever discuss that with any person, why 
they were kept in shoe boxes ? 

A. No, I knew it was kept for me. 

Q. Did anyone tell you that? 

A. Well, I knew it, Kravitz always made the 
remark to me. 

Q. What did Mr. Kravitz say? (Tr. 456.) 

A. Mr. Kravitz says, ‘‘When are you going to 
book that stuff for yourself; you know that belongs 
to you.”’ (Tr. 454.) 


EDWARD DIENSTAG 
Direct EXAMINATION 


Q. Do you recall when the pledges were actually 
taken, Mr. Dienstag, the date? 


A. Yes, that was on February 20th. (Tr. 518.) 
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A. On that evening we returned to the Provident 
Loan Association. Mi. Kravitz opened the vault, 
which had been closed apparently, and brought out of 
the vault two steel boxes containing little envelopes 
which had on them a serial number and a certain 
amount of money varying from $50 to $300 on each 
particular envelope. These envelopes were standing 
on edge, supporting each (Tr. 518) of the other en- 
velopes in front and back, with a number on the top 
of the envelope. Leo brought those in to an office 
oceupied during the day time by Miss Brown, secretary 
for Mr. Joseph Zemansky; he had an office there, and 
in which office there was an adding machine. We took 
turns—by ‘‘we’’ I mean myself, Leo Kravitz and Sego 
—in reading the numbers of the pledges, on the pledge 
bags, and the amounts, and one or the other of us 
would then run the amount off; as the numbers were 
read, the amounts were read on the adding machine 
at the same time and I personally also would write 
down those numbers on a large yellow work-sheet. 
As we finished a box in that fashion, we would total 
up the amount of the pledges in that box on the adding 
machine. Mr. Kravitz kept bringing out more boxes 
until the last box was handled, and there were about 
$107,000 worth of pledges selected. (Tr. 519.) 

After we had reached that point of $107,000, we 
stopped selecting and segregating the pledges, and 
Mr. Leo Kravitz, under my direction, marked a ‘‘K” 
beside a serial number appearing on the face of each 
of those steel boxes. They were marked ‘‘K-1’’ “‘K-2,” 


oF 


“‘K-3’’ and so forth, on each one of the boxes, and I am 
under the (Tr. 519) impression that there were at that 
time about eight or nine such boxes. ‘here was then 
cleared out of the vault safe a line of steel drawers on 
the right side, the steel drawers facing the back of the 
safe from the door. In the place so cleared, these 
boxes containing the pledges so segregated and listed 
were put one below the other so that they were in con- 
secutive order in one row. I then took the yellow 
sheets containing the numbers of the pledges and the 
amount appearing on the envelopes. (‘T'r. 520.) 


ABE ZEMANSKY 
Cross-HXAMINATION 


Q. Where were the tickets taken from; you took 
the pawn-tickets themselves, didn’t you, out of the 
books? (Tr. 385.) 

A. We made a record of the pledges that Mr. 
Kravitz picked, and then I took the stubs out of the 
regular books and put them in the book we kept for 
Mr. Kleinman. (Tr. 386.) 


LEO KRAVITZ 
Direct EXAMINATION 


Q. And then when more security would be set aside 
for Mr. Kleiman, every few days, you would pull 
those stubs from the book and give them to Mr. Klein- 
man ? 

Pee aiiatas correct, (Is. 292.) 
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Q. Mr. Kravitz, therc were two sets of stubs, is 
that correct? 

A. Yes sir. 

Q. One set—if counsel will permit me to ask a few 
leading questions—what was done with the one set of 
stubs; where did you keep them ? 

A. One set of stubs Mr. Kleinman would get. (‘I'r. 
299.) 

@. When the stubs would be pulled out of that 
book and given to Mr. Kleinman, where did you keep 
the Kleinman stubs ? 

A. Ina lhittle compartment. (Tr. 300.) 

Q. Were the Kleinman book stubs kept together 
with the Provident book of stubs? 

A. No. 

Q. Where were they kept, in the same place? 

A. ‘The same place, yes sir. 

@. But in separate books, is that the situation ? 

A. Yessir. (Tr. 300.) 

Q. Did you ever use any other form of ticket in 
reference to the Kleinman transaction other than 
Trustee’s Exhibit 8? 

A. Yessir. 

Q. What was the difference between that form 
and Trustee’s Exhibit 8? (Tr. 301.) 

A. Jt didn*t have a dupleate. (Tr. 302) 

@. When the pledges were set aside for Mr. Klem- 
Inal, and you were not using the dupheate stubs, what 
did vou do with the stub that was contained in the 
book? 
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You mean the original stub? 
Yes. 
They were all put together. 
Were they kept in a separate book for Mr. 
iSlemman ? 

A. Yes sir. 

A. And at the time the loan was first made, the 
stubs were all kept together, is that correct ? 

A. Yessir. (Tyr. 302.) 


OPop 


LEO KRAVITZ 
Cross-EXAMINATION 


Q. In carrying out these duties, you were follow- 
ing the instructions of your employer, Mr. Sol Zeman- 
sky, were you not? 

A. Yes sir. 

Q. Now, Mr. Kravitz, do you know who took the 
pledge tickets, representing these pledges, out of the 
ordinary pledge boxes of the concern ? 

A. Abe Zemansky. 

Q. Yes, and he started to do that the next morning, 
did he not, after the pledges had been selected ? 

A. I think so, yes. 

Q. And his duty had heen completed in three or 
four days? 

A. Yes sir. 

@. And after these pledge tickets were taken out 
of the general pledge boxes of the company, they were 
put into separate boxes, weren’t they? (Tyr. 310.) 
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A. Yes sir. 

Q@. And they weve ail bound together in separate 
loose leaf books ? 

A. Yessir. 

Q. And across the edge of all of these books was 
put the initial ‘‘K’’? 

A. Yes sir. 

Q. So that the ‘‘K’’ ran across the edge of the 
entire group of pledges, which formed a solid back- 
ground ? 

A. Yessir. 

Q. And all of the pledges so selected, whether at 
that time or at future times, were kept in separate 
books ? . 

A. Yes sir. 

Q. Marked ‘‘K’’? 

A. Yes sir. 

Q. And they remained there at all times ? 

A. Yes sir. 

@. Until the day a payment was made? 

m® Yessir™ (ieee) 

Q. So after you had selected new pledges to re- 
place pledges which you picked out in these two trans- 
actions, the Simon and the Gans transactions, you 
found the tickets for those pledges which you had 
selected to be put in the Kleinman box in the Kleinman 
books ? 

A. Yes sir. 

@. That is where you compared the signatures ? 

A. Yes sir, 
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Q. And that is the way you did it until the time 
that the place was closed ? 
nA deseo. (Cir. 324.) 


SAM KLEINMAN 
Drrect EXAMINATION 


Q. Now, do you recall when—you are acquainted 
with the pledge tickets, aren’t vou, the stubs? 

A. Yes sir. 

Q. Do vou recall whether or not Abe Zemansky 
picked out the stubs corresponding to the pledge 
tickets ? 

A. Yes sir. 

Q. Do you remember when he picked those out. 
Mr. Kleinman ? 

A. Well, he picked them out, I think he picked 
them out about the second day; he started to pick them 
out right away, you know, but he could not finish them; 
it took him quite a while to finish them, about the 
next day. 

Q. Do you remember when they were picked out 
what he did with those pledge tickets ? 

A. He put them in a separate book like the other 
pledge books are. 

Q. Was any mark put on those books ? 

A. Yes, he had them in a pledge book like the 
other pledve books are, and he took a pencil and copied 
a mark on the pledge tickets, like this is the pledge 
ticket, with a letter capital K. (Tr. 449.) 
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Q. ‘That was on the back of the book ? 

A. Not on the back, on the pledge book, I mean 
like this. 

On the edges of the pledge book? 

Yes. 

Did he ever give those books to you? 

When he had them picked out? 

Yes. 

T understood the contract had to be signed and 
I en to sign for having received the pledge tickets 
so I went to Ma. Horn when they were all ready and 
Mr. Horn came out with those two contracts. 

@. Were they white pieces of paper, Mr. Klein- 
man? 

A. Yes, white pieces. 

Q. What was done with them? 

A. Well, Mr. Horn says, ‘‘Have you got the pledge 
books?’’ I said, ‘‘ Yes, they are right here.’’ We went 
in Abe Zemansky’s office and Abe Zemansky was 
there, and he asked me to sign the contract, that I 
received the pledge tickets. After I signed for the 
pledge tickets, he asked Abe Zemansky to sign the 
other one. 

(. Where were the pledge books at the time these 
were signed? 

In Abe Zemansky’s office. 

Thev were right there on the desk ? 

Yes. 

And you signed it first and then he signed it? 
Then Abe Zemansky signed. (Tr. 450.) 


POPOPS 
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EDWARD DIENSTAG 


DirEcT EXAMINATION 


A. A copy of those sheets was made, that is, I 
mean in writing, and was given to Mr. Abe Zemansky 
by me with directions to take out of the regular books, 
bound books, of pawn-tickets, the pawn-tickets cor- 
responding to those numbers, placing them in order 
and to put them in separate books. The other copy, 
that is, the original copy made that night, I took to my 
office in Los Angeles and directed the secretary to 
type them on legal-sized sheets and to list them as 
Exhibit A. (Tr. 520.) 


SOL ZEMANSKY 
Cross-ExXaMINATION 


Q. Do you recall asking Mv. Kleinman if you could 
use the money that had been collected on the contract 
of the 24th? 


A. Idon’t recall. (Tyr. 245.) 


SAM KLEINMAN 
Drrecr EXAMINATION 


And Sol Zemansky said, ‘‘You know, Sam, while 
you were away those few days we collected close to 
$4,000 on vour pledges, while vou were away which I 
have the ticket for, the slips for everv day, every time 
inerchandise is delivered to the customers.’’ 
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And he said, ‘‘Hox about letting us re-loan 
that money from you.’* I promised them @ 
would go and stay with them a few months 
more to help them out. He said ‘‘You promised you 
will stay with us a little longer; we will be busy and 
you know we would like to have you with us a httle 
longer since you know about doing that.’’ I looked 
at Eddie again and Mr. Dienstag said ‘‘Well, I will 
tell you, Mr. Zemansky, if you want to take Mr. Klein- 
man’s pledges that come in, the money that comes in 
from his pledges, I want it understood that all pledges 
coming in 1n this office belong to Mr. Kleinman and 
the money he loais for the pledges.’’ So he said ‘‘How 
about picking new pledges for that $4,000 and putting 
it in a contract.’’ I said ‘‘That will be all right.’’ So 
that new contract was changed for around $4,000. (Tr. 
453. ) 


EDWARD DIENSTAG 
Direct EXaMINATION 


MR. WOLVER: Q. Did vou see Mr. Kleinman 
after that? 


A. Mr. Kleinman arrived in San Francisco the 
following morning, February 25th. (Tr. 523.) 


Sol said, ‘*Well Sam, we have collected some money 
for you already; do you have to have that money or 
could we borrow it.’’ He said, ‘‘We can use it to loan 
out for new pledges, business is pretty good.’’ Sam 
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turned to me and said, ‘‘Well, how about that, Ed?”’ 
I said, ‘‘ Well, don’t ask ine, it’s your money, whatever 
you want to do with it.” I said, “‘If you loan them 
that money, we will just have to have security for it.’’ 
(Tr. 533.) Sam then said, ‘‘All right, Sol, you can 
use the money that you have taken in.’’ I said, ‘‘In 
that event, I will include that in this new contract that 
we are drawing up.”’ (Tr. 5384.) 


STIPULATION 


MR. WOLVER: Myr. Laugharn, I understand the 
books of Zemansky Brothers indicate, and I ask for 
a stipulation, that Mr. Kleinman received no salary 
between the last week in December and the first week 
in March, 1939. I believe Mr. Young and Mr. Yates 
can verify that for you gentlemen. 

MR. CHOTINER: You want us to stipulate that 
he received no salary during that period? (Tr. 461.) 

MR. LAUGHARN: Here is the effect of what 
they are stipulating. They have inspected the books 
and the last check in 1938 was December 24, 1938, 
$74.25, and the first check in 1939 was March 11, 1939, 
$49. That’s what the record shows. 

MR. WOLVER: May we have that so stipulated ? 


MR. LAUGHARN: So stipulated on our part. 
(‘T. 462.) 
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SOL ZEMANSKY 


Drrect EXAMINATION 


@. What was the basis for determining, if there 
ever was a basis for determining it, when a new con- 
tract would be made out? 

A. In think Mr. Kleinman would say make a new 
contract and he had his dealings with my brother on 
tliat (Tralee, 

Q. What were the circumstances, if you know 
them or can recall them, under which these contracts 
were executed so far as the setting aside of security 
for Mr. Kleinman was concerned? 

A. Well, I believe the mechanics of 1t was he was 
given hew loans and a new deal was made, a new note 
executed for that amount of money. (Tr. 222.) 

@. When the new notes were executed, new loans 
were set aside as security for Mr. Kleinman, is that 
correct ? 

A. J understand that was the way it was always 
done. 

@. Were those new loans set aside for Mr. Klein- 
man at the time when the old loan was withdrawn by 
virtue of redemption by customers ? 

A. I belheve so. 

Q. At the same time? 

A. Yessir; will you ask that question again ? 

MR. CHOTINER: Read the question. 

(Question read.) 
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Q. BY MR. CHOTINER: Do you understand 
the question? 

A. Yes, but the answer to it would be no. ‘They 
were not set aside at the saine time, because those were 
the accumulation. 

Q. In other words, whenever these new contracts 
were executed, they were the result of an accumulation 
of loans that had been withdrawn from the Kleiman 
security on account of redemption ? 

mm. iiat is correct. Cir. 223.) 

@. How would you arrive at what periods you 
would execute these new contracts? 

A. I don’t believe there was any definite period 
ever worked out. 

Q. Who broached the subject whenever these con 
tracts would be executed ? 

A. Mr. Kleiman. 

@. Myr. Zemansky, directing your attention now 
to the time when you had a conversation with Mr. 
Kleinman, at which Mr. Dienstag was present, was 
there any conversation regarding the subject matter 
of how the new contracts were to be handled ? 

A. As I recall, Mr. Dienstag, I believe, said at 
that time that as new contracts were to be made, it 
would sort of work out on a revolving theory; in other 
words, new loans followed old loans, making a new 
contract each time it built up. That was about the 
substance of it. (Ty. 224.) 

Q. Was anything said regarding the subject 
matter of the execution of new notes? 
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A. Yes, they asked to have new ones. 

Q. Who said that! 

A. I believe Mr. Dienstag, mn explaiming the 
mechanics of the thing how it should be worked out. 

Q. Tell the Court as best you can recall at this 
time, recognizing that you cannot be expected to (Tr. 
224) remember each word that each person said, but 
tell us as you can best recall it, what Mr. Dienstag 
said as to how the mechanics of having these new notes 
would be handled. 

A. Well, as loans were redeemed, the ones Mr. 
Kleinman was holding would be totaled up and a sum 
equivalent to that would be replaced and a new note 
given. 

Q. Was anything said about any checks being 
given in connection with these new notes ? 

A. Yes, I believe he said if we paid for the old 
loans, that were redeemed, new money would be given 
in lieu of the new transaction. (Tr. 225.) 


SOL ZEMANSKY 
Cross-EXAMINATION 


Q. Do you recall a conversation at which Mr. 
Dienstag set forth the basis under which Mr. Klein- 
(Tr. 245) man's money could be used, or any fresh 
money that he brought forth could be used ? 

A. Lean’t recall it. 

Q. Was anything said about a revolving security 
that night? 
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A. Something wag ‘ientioned on that line, about 
new contracts. (Tr. 246.) 

Os iby MR. WOLVER: Do you recall Mr. 
Dienstag stating that evening that all security that 
would be redeemed would have to be replaced by other 
security ? 

A. I don’t reeall that. 

Q. Do you recall stating that all redemption money 
would have to be used for the acquiring of new pawns? 

A. Yes, that the redemption money could be used 
for new pawns. (‘T'r. 246.) 


SOL ZEMANSKY 
Re-Direcrtr EXAMINATION 


Q. Now, directing your attention to the testimony 
on cross-examination about a revolving fund for money 
that would be advanced or used, in connection with the 
Kleinman transaction, what do you mean by that? 

A. What I meant by that was the money that 
would accumulate from redemptions was going to be 
used to take in more loans, new loans. (Tr. 266.) 


SOL ZEMANSKY 
Rr-Cross ExXaMInation 
BY MR. WOLVER: 


@. When vou referred to a revolving security, 
didn’t you mean that the money that would come in 
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from redeemed accounts would be used to acquire 
pledges ? 

A. Yes, that was my understanding of it. 

@. And in that manner the security would be im- 
mediately replaced ? 

A. Yes, for example, we would always give new 
security. (Tr. 268.) 


DAVE ZEMANSKY 
Direct EXAMINATION 


MR. DIENSTAG: Q. You have said that the 
money which was received from Kleinman’s redemp- 
tions or, you used the term, you got some money out 
them; by that, did you mean you were able to re-loan 
that out on new pledges? 


A. Yes. 
Q. So that vou used the money to loan out on new 
pledges ? 


A. Yes sir. (Tr. 507.) 


ABE ZEMANSKY 
Direct EXAMINATION 


MR. CHOTINER: Q. Mr. Zemansky, whenever 
you made a redemption of a pledge that had been set 
aside for Mr. Kleinman, how long would it be in the 
custom of the business before other pledges were used 
to replace the ones that had been taken away ? 

A. Sometimes two or three days, sometimes a 
week. We always ran it to about three or four thou- 
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sand dollars, fifteen hisidred dollars, all over a thou- 
sand dollars. (Tr. 364.) 


ABE ZEMANSKY 
Cross-HX AMINATION 


A. Whenever we got a certain amount of pledges 
that were redeemed, we replaced others for them. 
oP. 377.) 


LEO KRAVITZ 
Direct EXAMINATION 


Q. What did you use the money for after you put 
it in the cash box? 

A. Loaned it out. 

@. At that time, did you take another pledge and 
put it mm place of the one that you had taken from Mr. 
Kieinman’s security ? 

A. ‘Lhe following day or two, or three days later, 
LT would. 

@. but at that same time, did you ever take an- 
other pledge and put it in place of the one that you 
had taken from Mr. Kleinman’s security ? 

A. Nosir. (Tr. 291.) 

Q. When you put the money in the cash drawer, 
on one of those redemptions, did you put it in any 
other section of the cash drawer than the place where 
you would put any of the money ? 

A. In the same drawer. 
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Q. Did Mr. Wleinm:: ever effect any of those 
redemptions ¢ 

A. What do you mean by that question ? 

Q. J will withdraw the question. Mr. Kravitz, 
did Mr. Kleinman ever make a vedemption of a pledge 
that had been set aside to him for security ? 

A. Yes sir. 

Q. What did he do with the money when he re- 
ceived it from a customer 4 

A. Put it in the drawer. 

Q. Inthe same manner that vou had done? 

A. Yessir. (fr, 291.) 

@. And was that money used over again for the 
purpose of making new loans to customers? (Tr. 291.) 

A. Yes sir. (Clr, 292,) 


LEO KRAVITZ 
Cross-EX AMINATION 


QO. When you yot the money, or when you got the 
money when one of these pledges was redeemed, you 
testified you put that in the cash drawer? 

A Wes sige 

Q. fs that correct? 

A. Yes sir. 

Q. tnd then you would use that money in taking 
in other pledges, that is, you would loan it to customers, 
wouldivt you? 

A. Yes sr. 
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Q. You did the same thing with all the money 
that came in, didn’t you? 

A. Yes sir. 

Q. In other words, if money came in from a pledge 
that belonged to the company, and which had not been 
assigned to anyone, you would use that money for new 
pledges, any money that came in would be used for new 
pledges? 

A. Not all the time, no. 

Q. Well, what would you use the money for? 

A. The remamng money I used to have to lay 
eside. (Vr. 315.) 

Q. Now, at frequent intervals every other day or 
every three days, you were delegated to the duty, 
weren’t you, of selecting additional pledges to replace 
the pledges which had been redeemed out of the Klein- 
man boxes? 

A. Yes sir. 

Q. And that was a continuous duty, was it? 

A. Yes sir. 

@. Now, who took the pledge tickets out of the 
new tickets which had come in, and placed them in the 
i,leinman book? 

Abe Zemansky. 

So that was his duty, was it not ? 
Yes sir. 

And did you ever see him do it? 
Yes sir. 
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And was that just frequently when he picked 
out the pledges themselves ? 
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A. Just about. 

Q. So as you picxed out the pledges, Mr. Abe 
Zemansky would pick out the tickets? (Tr. 316.) 

A Yessir. CLP S17.) 


LEO KRAVITZ 
Re-Direct EXAMINATION 


Q. Directing your attention to the first time that 
you set aside pledges for Mr. Jleinman, and then you 
would go ahead and make redemptions for customers, 
how often would it be that you would accumulate other 
pledges and put thein over into the Jlemunan security 
account ? 

A. Well, f used to have them ready for Mr. Klein- 
man, if I got a bunch of them set aside, they would 
amount to three or four thousand dollars; I would 
eive them to Mr. Abe Zemansky and Abe Zemansky 
brought them to me and we would give them to Sam, 
three or four thousand dollars worth of pledges. 

@. That would happen to be every two, three or 
four days? 

A. A little longer than that sometimes. (Tr. 338.) 


SAM KLEINMAN 
Direcr ExsaMINATION 


@. Mr. Kleinman, after the security contract was 
signed by you and the Zemansky Brothers, and re- 
demptions would be made ef that security, when cus- 
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tomers would come in tu redeem some of the pledges 
every few days or so, a new contract would be made 
out, isn’t that correct? 

A. Yes sir. 

Q. And whenever a new contract would be made 
(Tr, 433) out, a new promissory note would also be 
made out, isn’t that right? 

A. Yessir. (T'r. 484.) 

Q. Was there anything said at that time, M1. 
(Tr. 453) Kleinman, in regard to what use the money 
that came in on your redemptions could be put? 

A. ‘Lo loan out on new pledges, and I understand 
Mi. Dienstag gave him to understand at that time, and 
he told him right in front of me, he says, ‘‘Sol, I want 
every dime aud every dollar that belongs to Mr. Klein- 
man loaned out, but I want every pledge that comes 
in to belong to Mr. Klemman.”’ 

Q. Do you recall Mr. Dave Zemansky being pres- 
ent at all? 

A. Yes, that night, on that night, when they signed 
My. Siumon’s contract; Sol Zemansky was there, Abe 
Aemansky and Dave Zemaiusky all three of them, be- 
cause they had to sign that contract. Simon didn’t 
want to leave the place until they signed the contract, 
wanted to take the contract along with them. So Dave 
Zemansky says, “Sam, as you ave willing to let us re- 
loan your money, how about giving (Tr. 529) us some 
fresh money.’’ He said that to me and to Mr. Dienstag, 
he talked with me and Mr. Dienstag talked to me, My. 
Dienstag said “It is not my money, whatever Mr. 
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KKleinman agrees, if you do it like I told you to, with 
his money, I think you can do it.”’ 

Q. Did Mr. Sol Zemansky or Dave Zemansky say 
they would ? 

A. Oh yes, they were all there together, all three 
of them. (‘l'r. 454.) 


EDWARD DIENSTAG 


Direct EXAMINATION 


Dave Gemansky caine in and he said, ‘‘ Well, Sam, 
if you have got any more money, we could use some 
fresh money, we could use quite a bit of money.’’ He 
said, ‘‘We would like to borrow some’’ and Sam again 
turned to me and said, ‘‘Well, how about that, Ed?”’ 
I said, ‘‘L can’t advise you about loaning the money; 
it is your inoney, you do with it as you want to, but 
if you are going to allow them to borrow money that 
they have been taking in and you are going to give them 
any new money, there is only one way that I see that 
the transaction can be handled.’’ I said, ‘‘ Any money 
that you give them inust be loaned out on new pledges,”’ 
and Sol said, ‘That is what we want it for; of course, 
it will be loaned out on new pledges.’’ I said, ‘‘In 
addition to that, all of the pledges that come in the 
Provident will have to come to secure you’’; so at that 
Dave said, ‘These pledges coming in, they are going 
to be your security.’’ J said, “If (Tr. 533) yeu wm 
going to give them money, you get all of the pledges 
coming to you.”’ 
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MR. CHOTINER: Was that in the presence of 
Sol Zemansky ? 

A. And Dave Zemansky. Sol said, ‘‘ Well, which- 
ever way is the proper way to handle it, that will be all 
ment.’ (Tr. 534.) 


[‘PirLe or District CourT AND CAUSE] 


REPORTER’S TRANSCRIPT OF EXCERPTS FROM 
PROCEEDINGS ON HEARING ARGUMENT ON 
CERTIFICATE ON PETITION OF SAM KLEIN- 
MAN FOR REVIEW OF REFEREE’S ORDER 
OF JANUARY 17, 1941. (Tr. 547.) 


VHE COURT: Isn’t it also true that in addition 
to such endorsements there was an 1ncrease in the in- 
debtedness owing from the bankrupts to Kleinman in 
the amount of $8,350 ? 

MR. PACHT: ‘That is correct. 

MR. CHOTINER: That is correct. 

MR. PACHT: Those loans were made between 
May 2, 1939, and July 10,1989. (Tr. 554.) 


RALPH J. YATES 
Direcr EXAMINATION (Tr. 538) 


Q. Have you computed at my request the amount 
of redemptions, pledges secured to My. Kleinman by 
pledge agreements that were redeemed over the period 
of February 24th until the filing of the petition in this 
matter ? 


118 


I have. 
What is the aniount of that? (Tr. 540.) 
The amount of $44,915. 
Mr. Yates, do you know the amount of money 
that was loaned out by the Zemansky Brothers or the 
Provident Loan Association between the 24th day of 
February, 1939, and the date of the filing of the peti- 
tion 1n this case? 

A. Ido. 

@. Mow much is that? 

A. $55,120.87. (Tr. 541.) 
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SOL ZEMANSKY 
Direct EXAMINATION 


Q. Did you take that money, in a case of a pledge 
that had been given to Mr. Kleinman as security, and 
keep it separate from the rest of the funds of the 
Provident Loan Association ? 

A. No, it went in the usual cash drawer. 

Q. What was done with the money after it went 
into the regular cash drawer ? 

A. It was used the same as all other cash. 

@. I take it that new loans were made with it, 
with that same money, is that correct? (Tr. 86.) 

A. That 1s correct. 

Q. Was that procedure ever changed at any time 
after Mr. Iklemman had been eiven security insofar 
as those pledges were concerned ? 
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A. So fav as I know, I don’t think that procedure 
was ever changed. (Tr. 108.) 

Q. Mr. Zemansky, whenever a new contract would 
be made out and those pledges had been given as se- 
curity to Mr. Kleinman, and a customer would want 
to come in and redeem the pledge, would the same pro- 
cedure be followed as was followed out on prior oc- 
casions ? 

The same procedure. 

And what was done with the money ? 

Jt went in the cash drawer. 

For what purpose was the money used ? 

In the general line of business. 

Was any of that money on the new contracts 
ever used or set aside in a separate account ? 

A. J don’t recall anything like that. 

Q. Was anything ever said to Mr. Kleinman as to 
where that money was gong? 

fe Nol by me. (Cir. 163.) 


Opopror 


LEO KRAVITZ 
Direct EXAMINATION 
BY MR. CHOTINER: 


Q. What did you do, Mr. Kravitz, when a customer 
would come in and want to make a redemption of a 
pledge and that was one of the pledges that had been 
set aside for Mr. Kleinman ? 

A. Iused to go in the vault and get it and give it 
to the customer. 
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Q. What did you do with the money that the cus- 
tomer gave you? 
A. I used to put it in the cash box. (Tr. 290.) 


ROBERT SEGO 
Direct EXAMINATION (‘T'r. 339) 


@. At that time, whenever you would make a 
redemption of a pledge that had been set aside for Mr. 
Kleinman, what did you do with the money? 

A. Put it in the cash drawer. 

@. And what did you do with the money after it 
went in the cash drawer? 

A. Used it for loans again, when they came in. 
(Tr. 340.) 

Q. Did you ever see Mr. Kleinman— Withdraw 
that. Did Mr. Kleinman ever make redemptions of 
pledges that had been set aside for him? 

A. He did. 

Q. What did he do with that money? (‘Tr. 340.) 

A. He put it in the cash drawer, too. 

@. Was that money used again for the purpose of 
making new loans? 

A. Thatis tient, Gla sar) 


SOL ZEMANSKY 
Direct EXAMINATION 


@. Was anything said as to what loans were going 
to be used? 
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A. Yes, there was. 

Q@. What was said? 

A. Mr. Kleinman said we could use some of his 
loans in order to expedite the matter and get the 
Sheriff out of the place. (Tr. 171.) 

QM. BY MR. CHOTINER: Does that refresh 
your memory as to the circumstances under which the 
March 2, 1939, contract was executed ? 

A. I am not certain. I think some loans were 
taken from Mr. Kleinman’s box and put in the Simons 
deal. 

@. And that was done with My. Kleinman’s con- 
sent, isn’t that true? 

A. Yes. 


Q@. Asa matter of fact, Mr. Kleinman offered to 
do so, isn’t that true? 


my ives. (ir 222.) 


LEO KRAVITZ 
Cross-EXAMINATION 


@. Now, Mr. Kravitz, you have been questioned 
about the Simon transaction, so vou know what I am 
talking about when I say Simon transaction? (‘T’. 
oe. ) 

A. Yessir. 


Q. You were instructed at one time subsequent to 
the selection of those pledges, were you not, to take 
certain of the pledges out of the Kleinman drawers 
and list the numbers? 
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A. Yes sir. 

Q. At the same tiiue you were given instructions, 
were you not, to select other pledges for Mr. Kleinman? 

A. Yessir. 

Q. So that as soon as you selected the pledges and 
vot the numbers out of a particular drawer in the 
Kleinman box, you started selecting other pledges to 
replace those ? 

A. Yessir. 

Q. When you had finished selecting those new 
pledges, you placed those, having obtained the numbers, 
you placed (ir. 333) those in the Kleinman drawer, 
did you not? 

A. Yessir. (Wr, 320.) 

@. You replaced them with the exact amount of 
other pledges and tickets? 

A, @iicsmsin. 

Q@. And in that case, as in the previous case, Mr. 
Abe Zemansky pulled those tickets out of the regular 
books, didn’t he? 


A. Yessir. 
@. And those were kept separate? 
A. Yes sir. 


@. Handled just as the other transaction had been 
handled ? 

A. Yessir. (Hr. 32m.) 

QM. BY MR. DIENSTAG: You have heard of 
Mr. Gans? 

A. Qh, yes, Mr. Gans, yes. 

Q. Robert Gans? 


A. Yes sir. 

Q. Did you take out of the Kleinman pledges, 
pledges for the Gans transaction ? 

A. I think I did. 

Q. Yes. And you were instructed to do that by 
your employer, of course? 

A. Yes sir. 

Q@. Yes. At that time, you also selected other 
pledges, did you not, to replace in Mr. Kleinman’s box, 
the ones which you had taken out for the Gans trans- 
action ? 

A. Yessir. 

Q. And those were all selected, that is, the replace- 
ment pledges were selected about that time, as you 
remember ? 

A. Yes sir. 

®. And those tickets were taken out of the pledge 
books by whom, Mr. Kravitz? 

A. Mr. Abe Zemansky. 

@. So all through this period, Mr. Kravitz, you 
were the one who actually handled the pledges them- 
selves, that is, the physical pledges so involved, you 
were the one who carried forth the transaction with 
regard to taking them out of the boxes or replacing 
them with others? 


A. Yes sir. 

Q. And Mr. Abe Zemansky, one of your employers, 
was the one who took these pledge tickets out of the 
books, and (Tr. 323) did he put them in the other 
Kleinman books himself or did you put them in ? 
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A. No, he put them in. 

Q@. He put them in there. And that is where you 
found them, didn’t you? 

A. Yessir. (Tr. 324.) 


LEO KRAVITZ 
ReE-DrirEecT EXAMINATION 


Q. Now, at the time you set aside security for the 
Simon account,— Withdraw that. I will now direct 
your attention to the time when you set aside the se- 
curity for the Simon account, that was the occasion 
when you took some of the Kleinman pledges, and used 
them to make up the Simon security; is that correct? 

A. Yes sir. 

Q. How long after you did that was it that you set 
aside additional pledges for the Kleinman account to 
inake up the pledges that had been taken from him? 

A. As soon as I finished the Simon transaction. 

Q. How long after was that? 

A. It might have been that same day. (Tyr. 332.) 

Q. How long after that was it then that you put 
back or, rather, put the security on Kleinman’s side 
in the vault after you finished the Simon matter? 

A. That same day. (CTr. 332.) 

Q. Just as soon as you finished Simon, did you 
start immediately then to set aside some pledges for 
KKlemman ? 

A. J am positive it was. 

Q. ‘hen why did vou take some from Kleinman’s 
pledges to give to Simon in the first instance? 
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A. Well, for the Simon account, we gave them old 
pledges, which would not be redeemed so fast; the 
money would not come in so fast with the Simon ae- 
count. ‘They were old pledges. 

Q. In other words, you took old pledges from the 
Kleinman security to give to Mr. Simon; is that 
correct? — 

Peeves sir. (Pr, 333.) 

Q. (BY MR. CHOTINER): Directing your at- 
tention to the time when the Gans security was set 
aside, how long after that was it that you replaced 
security that had been taken from the Kleinman 
adlawers ? 

A. As soon as we finished up the transaction. 
feer. 354. ) 

A. ‘The only thing I know, as soon as I finished 
Mr. Gans’ transaction, I started on Mr. Kleinman’s 
transaction. (Tr. 334.) 


SAM KLEINMAN 
Direct EXAMINATION 


(). Do you recall a conversation had between him 
and Sol Zemansky concerning this contract that Mr. 
Ross was preparing for the Simons ? 

A. Yes sit, he said, ‘‘Well. Mr. Zemansky, the 
contract is all made up; all you have to do is just give 
the pledge numbers and Judge Pacht’s office will put 
them in the contract, and [ am leaving tonight.’’ That 
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is, I believe Mi. Dienst: said he wanted to leave 
about the 8:00 o’¢luck train, so Ma. Gemansky says, 
“Eddie, can’t you do me a favor and stay right here 
until I clean up the whole contract’ he said, ‘‘Sol, I 
would like to do it for you, but on account of my in- 
terests I have got to be in San I’rancisco, I have got 
to be there.’’ He says, ‘‘How about staying and fixing 
it up with me and take the airplane, to go back home.” 
Eddie didn’t like it because he never went in an air- 
plane, so it looked funny to me and when he said that 
I said to him myself ‘’Eddie, vou never tried it, try 
it onee.’’ ‘Then he went to Mi. Leo I<ravitz to pick out 
the pledges and Kravitz said “‘I can’t do it so quick; 
it is late now for dinner,’’ like that, so Sol says to me 
‘‘Sain, to save a lot of time, to save a lot of time can’t 
you do this for me; can’t you let me pick out a certain 
amount of pledges from your pledges and make out 
the numbers and give them to Judge Pacht, and then 
we will pick out others for you (Tr. 452) right away, 
which we will have a lot more time to do, and Mr. 
Dienstag will be there, he will be able to go home.” 
T turmed around and I looked-at Mr. Dienstag and I 
said, ‘‘Eiddie, what do vou think about it’’; he said 
“Well, 1 don’t see any harm in that if he gives you 
other pledges for it.”’ I agreed to it. (Tr. 453.) 

Q. Did you have the other pledges picked out, or 
did Ma. Invavitz pick out the pledges the next day for 
vow? Cia. 454.) 

A. You mean for the exchange of the Sunon’s? 


©. Ye. 
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A. I believe he started that same night, after he 
was through picking out my pledges, but he hadn’t 
finished it up until the next day. 

@. ‘Then you signed the contract on the next day? 

A. Yes, I believe it was the next day, the next day 
or the day after; it was right away. (Tr. 455.) 

Q. Do you remember when the Gans transaction 
was first discussed with you? 

A. That was talked to me about a couple of days 
before. 

Q. Did you have any conversation with any per- 
son? 

A. Sol Zemansky came in my office. 

Q. What was said? 

A. He said to me, ‘‘Sam you know we owe a little 
money to Bob Gans.’’ I was surprised, I never knew 
they owed him any money; so I said, ‘‘You owe him 
money, too?’’ So he said, ‘‘We don’t owe him much, 
but he is a good friend of Simon, Bull Simon,’’ and 
he came up and asked me if I would not do the same 
thing as we did with the Simons. So he said, ‘‘ You 
see, the pledges we have right now on hand aie redeem- 
able very fast, pledges that we have coming in. I 
would like to exchange pledges with you and give him 
pledges that don’t go out so fast.’’ 

@. Which ones were the ones that would go out so 
fast, Mi. Kleinman, were they older pledges? 

A. Older pledges, old pledges. 

Q. Which ones were the ones that didn’t go out so 
fast, new pledges? 
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A. New pledges, just put in. 

Q. What did you say to that? 

A. I said, ‘Well, I don’t think there is anything 
wrong about that,’’ and I let him do it. 

@. And you made the exchange? (Tr. 459.) 

A. I made the exchange. 

Q. Do you remember when your pledges were 
picked out again ? 

A. My pledges were picked out, I believe, the same 
day. (Tr. 460.) 


EDWARD DIENSTAG 
Direct EXAMINATION 


@. Well, will you relate the conversation, if you 
can tell us, when My. Kleinman came in ? 

A. Just after I had told Mr. Zemansky I had just 
come from Mr. Ross’s office, M1. Kleinman came over 
and Mr. Zemansky said to me, ‘‘ When will the contract 
be ready?’’ I said, ‘‘It shouldn’t take long to type it 
except for the pawn-ticket numbers, that is, the pledge 
ticket numbers.’’ I said, ‘‘I will have to put them 
in.’’ I said, ‘‘ By the way, you select the pledges and 
get the numbers probably tomorrow afternoon.’’ Mr. 
Zemansky said to me, ‘‘When are you going?” and 
I said, ‘‘I am leaving this evening; I have a reserva- 
tion on the 6:00 o’clock train.’’ He said, ‘‘Well, Ed, 
couldn’t you stay over until this is all finished?’ J 
said, ‘‘No, I can’t, I must be in San Francisco tomor- 
row morning without fail.’’ He said, ‘‘Can’t we get 
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this contract out sooner?’’ I said, ‘‘The only way to 
get it out soon is to get thuse numbers of the pledge 
tickets to Mr. Ross.’’ Mr. Zemansky then turned to 
Sam and he said, ‘‘Sam, why couldn’t we give him a 
drawer of your pledges and get those numbers so this 
ean be completed while Eddie is here’’; and Sam 
turned to me and he said, ‘*‘ Well, Ed, can we do that ?”’ 
I said, ‘‘Yes, as long as we replace them with other 
pledges.’’ Sol said, ‘*Well, Sam, is that all right?’’ 
Sam said, ‘‘Ed is handling this; it is up to him.’”’ I 
said, ‘‘That will be all right, Sol, as (Tr. 531) long as 
you put the loan back, replace the pledges which you 
take.’? Sol then called Mr. Leo Kravitz and told 
him to take a drawer of those pledges and get the 
numbers off a drawer of Kleinman’s, and get the 
numbers right over to Mr. Ross, so that they could be 
put in the contract, and as soon as he had gotten the 
numbers over there to start selecting pledges to replace 
the pledges that were taken from the Klemman 
drawer. And those numbers, I am not certain whether 
I took those numbers over to Mr. Ross or whether they 
were sent over there, but they got over there in a very 
short time, as soon as they were copied off the Klein- 
man tickets, that is, that box of pledges, and about 
0:00 o’clock of that day Kravitz had finished selecting 
the new pledges for Kleinman and had given me the 
humbers, which I took over to my office here in Los 
Angeles and handed to Mr. Horn, I think it was, to 
have copies for me for the basis of a new contract. 
oir. 532.) 
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A. Sam had agreed to take this substitution of 
pledges, I said to Sol, ‘Of course, you know, Sol, we 
will have to make a record of the substitution of 
pledges somehow; I think the way to do would (Tt. 
532) simply be to draw a new note for the amount of 
the pledges and a new contract, we can have that done 
right away. (‘Tr. 533.) Later on, while J was at the of- 
fice in regard to this contract, I got a telephone call 
with regard to including another sum of money in this 
contract, a cash sum of money. I don’t recall the exact 
amount, but it was $1200 and some odd dollars. The 
final contract that I drew up that day, which included 
the substitution of the pledges, the sums which had 
been collected up to that time, and this new money, 
was $25,920, I believe. I think that sum is right. (Tr.. 
034. ) 


ot 
a 


SOL ZEMANSKY 
Direct EXAMINATION 


Q. Now, was a list of those redemptions ever fur- 
nished to Mr. Kleinman ? 

A. Yes. 

Q. And who would furnish that list to him? 

A. J think the bookkeeper at the Provident kept 
track of those, and Mr. Kleinman, together jointly. 

Q. Then what would be done after the list had 
been given to him? (‘Tr. 108.) 
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ABE ZEMANSKY 


Cross- EXAMINATION 


MR. DIENSTAG: Q. Mr. Zemansky, I call your 
attention to the left-hand column of the first page of 
Kleinman’s Exhibit 5, and ask you what the sums are 
which are listed there? 

A. ‘These were checks given and they equal $5,000 
for each note. 

Q. In other words, these are the credits on each 
note, Mr. Zemansky, due Zemansky Brothers on notes 
for which they had signed ? 

A. Yes sir. 

Q. So you would credit yourself with the amount 
of pledges, is that correct, on the contract made or the 
payment made, and you would endorse the note a cer- 
tain amount paid? 

A. Mr. Kleinman would put down on the notes 
‘*Paid on account,’’ until each note equaled the $5,000, 
and then turned the notes over to Dave. 

‘Turned the notes over to your brother Dave? 
Yes. 

In return, you would sign another note? 

A new note. 

For the amount of the new contract ? 


The new contract, that’s correct. 


OrOPrPOoPrO 


If you will follow these dates with me, Mr. Ze- 
mansky, Mareh 2nd, referring again to Kleinman’s Ex- 
hibit number 5, you credit the sum of $25,920? 

iu Wes Sir, 
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Q. Now, that was the amount of the Simon trans- 
action, was it not? 

A. I believe it was. (PP. 373.) 

Q. In other words, when you signed the Simon 
contract, that is, the INleinman contract which had to 
do with the Simon deal, the Simon transaction, you 
signed new notes in the sum of $25,920, and that was 
credited against the $100,000 contract ? 

A. That is right. 

@. And following that, when you signed the con- 
tract of March 22nd you credited your account with 
¢2,510, and that was credited on one of the $5,000 notes 
and a new note in the sum of $2,510 was given, the con- 
tract was signed and both were delivered to Mr. Klein- 
inan, together with a list of the pledges, thereto at- 
tached ? 

A. That is right. 

@. And you followed the same procedure there- 
after with every transaction, isn’t that so? 

A. Yes se 

Q. That was the procedure by which you credited 
the new contracts on the old ones; by the old contracts, 
i mean the first contracts, Mr. Zemansky ? 

A. Mr. Kleinman credited the $5,000, then we 
made out new notes for the new loans that went in the 
bom, (Cir. 374.) 

Q. Do you know why these tickets were bemg 
elven to dir, Kleinman, why they were being made out? 

A. To show the pledyes which were redeemed. 
CPr, ST) 


133 


Did you keep nisie than one book like this one ? 
We kept I think another book. 

With the same numbers ? 

‘The same numbers. 

And it was marked exactly the same way? 
eit. 378.) 

Q@. One was a copy of the other so far as the num- 
bers and the amounts were concerned, is that right? 

Pelli: is right, (lr. 379.) 

MR. DIENSTAG: Q. Callimg your attention to 
the last exhibit, which is one I believe that you pre- 
pared, purporting to be certain pledges which were 
(iy. 381) security for a contract, did you prepare 
other lists hke that for your contract ? | 

A. Yes sir. 

q. Calling your attention to Exhibit number 5, I 
call your attention to a contract in a column on the 
first page of the exhibits, and marked March 22, ‘‘C,”’ 
$2,010. March 22nd I take it is the date you entered 
into that contract, is that correct? 

A. Yes sir. 

@. And ‘‘C”’ is the identification of that particu- 
lar contract on that date? 

A. Yes sir. 

@. And the $2,510 is the amount of the contract? 

A. The amount of the contract. 

@. I call your attention to Exhibit number 7, 
labeled “‘C,’’ where the security is listed at $2,510. 
Now, this security, Mr. Zemansky, is the security for 
the contract of March 22nd in the sum of $2,510, is it 
not? 


crored 
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A. That is right. 

Q. And those pledges were selected two days be- 
fore you entered into that contract, is that correct ? 

wm. Yes, (Pr. sez.) 

MR. DIENSTAG: Calling your attention again 
to Exhibit number 7, after you prepared these lists, 
Myr. Zemansky, what would you do with those? 

A. We would put it in the blotter and give one 
set to Mr. Kleinman; the other set was put on the 
blotter and kept as a record. 

Q. So that you gave one of those to Mr. Klein- 
iman when you prepared it? 

#. Yessir. (CU. 383) 


ABE ZEMANSKY 
Re-Direct EXAMINATION 
BY MR. CHOTINER: 


Q. Directing your attention to Kleinman’s Ex- 
hibit 6, being a ledger book, does that book generally 
cover all pledges other than the Kleinman pledges? 
(Tr. 386.) 

A. This contains, I believe, only Kleinman 
pledges. (Tr. 387.) 


SOL ZEMANSKY 


Drrect EXAMINATION 


A. After a certain amount of money would be run 
up that way, I think Mv. Kleinman would give my 
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brother, Abe Zemansky, a check, and he used to walk 
down to the Union Bank aud cash the check and apply 
it as—get the money in currency and turn it over to 
My. Kleinman, and then apply it as on the note. I - 
think that was the mechanics of the thing. ‘They would 
proceed to take new loans for the ones that had been 
redeemed, approximately. (Tr. 109.) 


ABE ZEMANSKY 
Direct EXAMINATION 


@. My. Zemansky, after the contract covering the 
$100,000 in notes was signed, did you ever go to the 
Union Bank with Mr. Klemman ? 

A, Yes sit. 

Q. What was the occasion of your going to the 
Union Bank with Mr, Kleiman? 

A. My. Kleinman would make out a check for the 
amount of the redemption, say the redemption was 
$4,000, and a check was made in his daughter’s name. 

Q. Do you know what his daughter’s name is? 

A. Dienstag. 

@. Then after the check would be made out, what 
would you do % 

A. J would go with Mr. Kleinman to the Union 
Bank. The first time he told the teller any time I 
brought any check in to cash it. Whatever the amount 
was the teller would give ine the money. Mr. Kleinman 
would be in the back and take the money, just a rou- 
tine like that. (Tr. 365.) 
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Q. After you got the money from the teller, what 
did you do with it? 

A. My. Kleinman would be there and I would pass 
it to Air. Kleinman. 

Q. Did Ma. Kleinman go with you on every ocea- 
sion that you went to the Union Bank to cash a check? 

A. I think most every occasion, maybe once or 
twice he didn’t go. 

Q. How close did Mr. Kleinman stand to you (Tr. 
366) at the time vou would go down to the Bank and 
get the money ? 

A. After the first time it was always at the Union 
Bank. 

@. And then you would go over to him, is that cor- 
rect? 

A. And hand him the money. (Tr. 366.) 

Q. Now whenever you would go down with Mr. 
Kleinman with those checks to the Union Bank, (Tr. 
366) did that ever have anything to do, if you know, 
with the making out of new notes and new contracts? 

A. We took the check to the Bank, we got out a 
new contract and a new note and we put pledges in the 
drawer for the amount of the loans taken out. 

@. And was that done on all the occasions that 
these new coiutraets and new notes were executed ? 

A. On all of these occasions. (Tr. 367.) 

MR. CHOTINER: Q. What would be the basis 
for determining as to the amount you would make the 
check out for in the first place? 
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A. The amount of loans that was redeemed and 
new loans placed in the box. (Tr. 369.) 


SAM KLEINMAN 
Direcr EXAMINATION 


Q. At the time the new note and the new contract 
would be made out, you would issue a check to Ze- 
mansky Brothers, isn’t that right? 

A. Yessir. 

Q. And you and Abe Zemansky would go down to 
the Union Bank and Abe got the check cashed ? 

A. Yes. The first time I did, the first couple of 
times. 

@. And when Mr. Zemansky cashed the check, he 
would give you the money, isn’t that right? 

A. He came back to the office and handed me the 
money. 

Q. Did you go to the bank with him? 

A. Just a couple of times. 

@. When he would cash the check the first couple 
of times that you went with him, he would give you the 
money right there in the Union Bank, wouldn’t he? 

A. No, he usually held it in his pocket and when 
we got to the office he would give it to me. 

Q. Then he would give it to you? 

A. Yes. 

Q. ‘Then you would deposit the money hack in the 
account again? (‘T'r. 434.) 
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A. Sometimes I did; sometimes I left it in the 
drawer. 

Q. And Mr. Zemansky, Abe Zemansky, told you 
that the teller wanted to know why the money was be- 
ing deposited back in the account again? (Tr. 435.) 

A. No, he never told me that. 

Q. Atany rate, other than the first couple of times, 
you said that Abe Zemansky went by himself to the 
Union Bank and got the checks cashed, is that right ? 

A. Yes sir. 


Q. On all of the times that he cashed the checks, 
he would turn the money over to you at the office, 
isn’t that right? 

A. Yes sir. 

@. Sometimes you re-deposited the money and 
sometimes you would not, 1s that right? 

A. Yes sir. 

Q. When you did re-deposit it, it was in the bank 
account of Jeanette Dienstag, your daughter ? 

A. Yessir. (Tr. 4385.) 

Q. The second one is the 2nd day of March, 1939, 
which we have discussed as the contract relating to 
the Simon contract. The next one is on the 22nd day 
of March, 1939; do you recall when that contract was 
made and entered into, do you recall making the con- 
tract about that time? 

A. Yes, surely. 

@. Do vou recall it was in the sum of $2,150? 

A. Yes. 
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Q. Prior to the making of that contract, did you 
have any conversation with any of the Zemansky boys? 
A. Yes, I talked to Abe Zemansky about that. 

Q@. All right. About when did you talk to Abe Ze- 
mansky ? 

A. Just before J started to make that contract. 

Q@. Who was present at that time? 

A. Just me and him. 

Q. And what was said ? 
Well, Abe says, ‘‘ We are going to have a lot of 
contracts here to sign, the way the goods goes out and 
comes in.’’ He said, ‘‘We have to have some system 
about it.’’ I said, ‘‘Do you know of any system which 
we can have?’’ He said, ‘‘I am going to have a book 
where I am going to stamp the pledges with the seal, 
and if you are going to make out any contracts like 
for around $7,000 or $8,000, why not (Tr. 457) give us 
a check and we will 1un a checking system.’’ That 
sounded pretty good to me, that checking system. I 
said, “‘Abe, I don’t think I got that kind of money in 
the bank; I will ium down and find out how much I 
haye.’’ I came back and told him about the amount of 
money I can put out and he said, ‘‘Well, you don’t 
have to have it on one contract; you make a contract 
today and in a couple of days later you make another 
one.”’ 


a 


Q. Do you recall how much money you told him 
vou could pay out? 

A. Well, I told him the first contract was $2500 
and the pledges amounted to $2510. 
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Q. Js that why the contract was made out in the 
sum of $2510? 


A. Yes. (Tr. 458.) 


ABE ZEMANSKY 
Cross- EXAMINATION 


MR. DIENSTAG: Q. Before you entered into 
the contract with Mr. Kleinman, Mr. Zemansky, did 
you furnish Ah. Kleinman with any slips lke thege 
each day ? 

A. Before we entered into the contract ? 

@. Yes. 

A. Not before February 27. 

MR. DIENSTAG: Q. Do you know what this 
book is, Mr. Zemansky ? 

A. <A register we kept for the pledges we had in 
My. Kleinman’s drawer. 

Q. ‘This contained all of the numbers of the pledges 
which went to secure Mr. Kleinman’s contract, 1s that 
correct; these are the numbers that appeared in Mr. 
Kleimiman’s contract ? 

A. Yessir. 

THE REFEREE: ‘This is Kleinman’s Exhibit 
number 6. 

MR. DLENSTAG: Q. Who stamped these, did 
vou? 

A. Qne of the girls in the office. 
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Q. Now, Mr. Zemausky, when a pledge was re- 
deemed, it was stamped redcciied on the date it was re- 
deemed, is that correct? 

em Yessm Clr. 377.) 


LEO KRAVITZ 
Direct EXAMINATION 


®. BY MR. CHOTINER: All I am trying to 
find out is this, whether you remember any conversa- 
tion of any kind had with My. Kleinman and yourself 
regarding ‘the subject matter of the business relation- 
shin between Kleinman and the Zemanskys. 

A. Well, the only business transaction 1 had with 
Mr. Kleinman was, Mr. Klemman told me to keep the 
numbers right on the pledges. (Tr. 282.) 


LEO KRAVITZ 
Cross- EXAMINATION 


Q. Now, Mr. Kravitz, you have stated that when 
the loan was redeemed, you would put that particu- 
lar ticket, the redeemed ticket, upon a spindle? 

A. Yes sir. 

@. And by that you mean —I am sorry, your 
Honor, perhaps I should have kept this a little longer 
—you would take the original ticket, the large ticket 
which the customer had, and put it on the spindle? 

A. Yes six. 

@. And before you did so, you would mark on 
this large ticket which the customer had had in his 
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possession, some mark that would identify that as a 
Kleinman pledge ticket ? 

A. Yes sir. 

Q. What did you do at the end of the day with 
regard to those tickets that were on the spindle? 

A. At the end of the day, 1 would go over every 
one of the tickets and look for all the Klemman, Bob 
Gans and Simon tickets, and just segregate them. 

Q. But if there weve not any Simon tickets or 
Gans tickets, you would look for the Kleinman tickets, 
is that comeci? 


A. Yes siz. 
Q. And you would segregate them? 
A. Yes sir. 


q. Would you note the numbers of those in any 


A. Vestn. 7 iresis) 

@. Where would you put the numbers ? 

A. L would put them on little tabs, the numbers 
and the amounts. 

Q. What would you do with those tabs? 

A. ‘The next morning I would give them to 
Kleinman. 

@. When these were made up, you would give 
them to Mr. Kleinman ? 

A. Yes sir. 


Q. So you gave him a record of— 


le] 


iti 


A. What was redeemed. 
Q. On the day before? 
A. Yes. 
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Q. With regard to the stub in this book, which 
was redeemed, which reinained in the book, what 
would you do with regard to that? 

A. That was left in the book. 

Q. Would you mark that in any way? 

A. ‘They were marked redeemed. 

@. When you banded to Mr. Kleinman this little 
tab with the numbers of the pledges which had been 
redeemed, would you give those numbers to anybody 
else ? 

A. Nosir, I would give it to Mr. Kleinman; that’s 
7 tar as it would go. 

@. You didn’t give it to your employers? 

A, I think Mr. Kleinman would give it to them. 

Q. Mr. Kleinman would give it to your employers ? 

A. Yes. 

Q@. And do you know whether a record was kept 
of these Klemman pledge books and any other pledge 
books in the Provident Loan Association? (Tr. 314.) 


A. Ithink Abe Zemansky would take care of that. 
err. SL. ) 

Q@. Mr. Kravitz, earlber today in your examina- 
tion, or cross-examination, you stated that you had put 
these redeemed tickets, the large portion of the pledge 
that the customer had, on a spindie, and that at the 
end of the day you would copy the numbers down, 
which referred to the Klemman pledges, which were 
redeemed, and then you would hand that shp to Mr. 
Kleinman. 


me Yes sw. (Tr. 325.) 
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Q. ‘hen you gave that ticket to Mr. Kleinman, 
as a record of the picdge which had been redeemed 
and the amount of the pledge? 

a. Wes Sue 

Q. And this was, of course, the procedure that 
vou followed every day from the day that you had 
selected the pledges until the time that the Provident 
toan Association was closed? 


A. Yessir (ir. 326°) 


SAM KLEINMAN 
DiIrREcT EXAMINATION 


Q. After that, did you receive these slips showing 
What redemptions had been made the day before on 
your pledges? 

A. Yessir. 

Q. And you kept track of those slips? 

A. Yes. 

Q. Did you ever add them up, Mr. Kleiman? 

ke Weewsur: 

@. How did you add them up? 

A. Well, if I had one I wouldnt add 1t Wijpaam 
could just see it was about $500 or $600, but when I 
had a few redemptions I used to go in Joe Zeman- 
skv’s office, he had an office there, and they had an 
adding machine and then I would add them up. 

Q. Did you ever see what was being done with 
the money that came in on your pledges? 
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A. Whena customer came in and took the pledges, 
other ones put pledges in. 

@. Was any record kept of the loans that were 
made there daily ? 

A. Qh, yes. 

@. In what book was that, do you recall? (Tr. 
455. ) 

A. You mean for the whole busmess? 

Q. Yes. 

A. They made out a sheet every day, how much 
pledges went out and how many pledges they took in. 

Q. Did you ever look at that sheet? 

A. I didn’t look at that sheet down there, because 
I wouldn’t understand it, but I seen pledge tickets 
where they delivered for mine, my pledge tickets. My 
pledge tickets had the initial ‘‘K,’’ every pledge ticket 
had the initial ‘‘K,’’ knowing that that pledge ticket 
was for merchanidse put away for me. (Tr. 456.) 


